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FOREWORD 


The Citizens Foreign Aid Committee recently issued a report urging 
termination of the mutual security programs within 3 years. e 
chairman of that committee, Mr. Wa ter Harnischfeger, and the Na- 
tional Director, Brig. Gen. Bonner Fellers, USA eorey have sub- 
mitted testimony in opposition to foreign aid during the current hear- 
a, extension of the mutual security programs. 

e Committee on Foreign Affairs has requested and received from 
the executive branch comments on the statements contained in the 
report issued by the committee of which Mr. Harnischfeger is chair- 
man. In the interest of at both the report and the executive 
branch comments readily available, they are included in this commit- 
tee Y day It is hoped that this compilation will be of assistance in 
studying certain criticisms and in assessing the worth and effectiveness 
of the mutual security programs. 

Tuomas E, 
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A FIRST REPORT BY THE CITIZENS FOREIGN 
AID COMMITTEE 


“Nothing is easier than the expenditure of public money. It does not appear 
to belong to anybody. The temptation is overwhelming to bestow it on some- 


body.” 
—CALVIN COOLIDGE. 


The Citizens Foreign Aid Committee, a volunteer organization, 
came into being following the President’s appointment of the Citizens 
Panel on Foreign Aid in November 1958. The members of the Citi- 
zens have in way another been connected 
eign aid program. From this past association one might logically 
conclude that the panel would endorse the continuance and expansion 
of foreign aid. 

It is the purpose of The Citizens Foreign Aid Committee to make 
available to the President, the Congress and the American people, 
factual and realistic appraisals of foreign aid and its impact both on 
the recipient countries and the United States. 

From time to time as the occasion arises, The Citizens Foreign Aid 
Committee will issue and distribute studies on foreign aid. It will 
also provide competent witnesses on foreign aid to, appear before ap- 
propriate congressional committees. 


“Over and over again, courts have said there is nothing sinister in 
so arranging one’s affairs as to keep taxes as low as possible. Every- 
body does so, rich or poor; and all do right, for nobody owes any 
po duty to pay more than the law demands: taxes are enforced 


exactions, not voluntary contributions.” 
—Judge Learnep Hanp, 


I. OUR FOREIGN AID 


We Americans have always had a historic policy of service 
to mankind. It is part of our heritage and our religion. For a cen- 
tury and a half and to all parts of the world, we have sent funds, 
supplies, missionaries, doctors, teachers, and technicians to lend a 
helping hand to those in need. 

Reflecting this humanitarian spirit, our Government has extended 
aid when and where the need arose. As early as 1794 the Congress 
voted relief for the victims of the Haitian Massacre. In 1812 relief 
was voted for earthquake victims in Venezuela. In 1921 to 1923, 
despite a hostile Kremlin, the Co s authorized relief for Russian 
famine sufferers. According to Russian leaders of that time, this 
disaster aid, directed by Mr. Herbert Hoover, saved 20 million lives. 
Although relations with Japan were strained in 1923, the Congress 
authorized generous relief for victims of Japan’s worst earthquake. 

Person-to-person aid, together with governmental disaster relief, 
‘lifted American world prestige to unprecedented heights. 
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After World War II, however, our Government’s attitude toward 
aid abroad changed drastically. Its foreign aid is now continuous 
and has been expended until it has become global, with heavy com- 
mitments made for years ahead. 

To rehabilitate war-torn countries in Europe, our Government 
launched the $13.5 billion Marshall plan. This was superseded by 
the present. mutual security program which extends foreign aid to 
more than 70 countries. In the process of this expansion, the North 
Atlantic Treaty Organization (NATO) was created to strengthen 
Western Europe against the Red threat from the East. 

Current fiscal appropriations for foreign aid are authorized under 
the Mutual Security Act, Public Law 853, 85th Congress. As part 
of foreign aid, Public Law 480, 83d Congress, authorizes disposal of 

icultural surplus commodities. : 
oreign aid is divided into two major classifications: Military as- 
sistance and economic aid. 

Military assistance includes: Military hardware, military training, 
offshore procurement (military material bought in foreign countries) , 
weapons development in Allied countries. 

Economic aid includes: Grants-in-aid (cash or commodities), point 
IV (technical assistance), contributions to the United Nations, sur- 
plus agricultural products, development loans, President’s special as- 
sistance and contingency fund. 

This varied and complex foreign aid program has now become an 
instrument of foreign policy. As such it should have one purpose 
only—to “provide for the common defense,” and “promote the general 
welfare” of the United States. When foreign aid impedes our wel- 
fare, the Congress has no lawful power to appropriate. 

In 1948 some 450 people were employed to administer and distribute 
foreign economic aid. Ten > yore and $41 billion later this staff has 
grown to 12,000 directing 2,000 projects. In addition, some 9,000 per- 
sons are engaged in the military assistance program which has totaled 
$23 billion. of December 31, 1958, there was a total of $6.6 billion 
in unexpended foreign aid funds. 


Il. FOREIGN AID AND DEFENSE 


Proponents of foreign aid argue that it offers the best means of 

avoiding war. They remind us that since NATO came into being, the 
Soviets have not taken 1 square foot of Western Europe. 

Whether or not the Soviets, with their 175 regular divisions and the 
world’s loxgest air force, intended to occu estern Europe is not 
known. Obviously Western Europe’s 21 NA O division defense, with 
insufficient air support, is not an effective war deterrent. If the Soviets 
ever entertained invasion plans, one weapon alone has deterred them: 
the U.S. Strategic Air Command (SAC). 

Meanwhile Western Europe, more p us than before World 
War II, is not carrying its proportionate share of the NATO defense 
effort. But we are carrying far more than our share. We have sta- 
tioned five American divisions and some tactical air units in Europe. 
These forces spend and require substantial sums for their support and 
maintenance. This is not foreign aid money but it supplements for- 
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eign aid in that it places more American dollars at the disposal of 
foreign governments. 

Despite our huge defense contribution, European NATO strength 
in comparison to that of the Soviet is almost negligible. 

The population of ii sighs European NATO countries is 50 per- 
cent greater than ours. But our eager assumption of a heavy defense 
role in Western Europe has caused our Allies somewhat to disregard 
the Red threat and to rearm reluctantly. To stimulate them into cre- 
ating more military — for their own defense, we should advise 
them that it is not our policy permanently to garrison Europe. There 
should be a systematic withdrawal of American troops, particularly 
in the lower echelons, as fast as these can be replaced by European 
NATO members. 

To bolster morale after Sputnik I, President Eisenhower promised 
nuclear intermediate range ballistic missiles (IRBM) to our NATO 
Allies. The plan was to establish a line of 36 IRBM squadrons from 
England through southeast Europe and on into Turkey. More than 
a year later, only four IRBM squadrons had been accepted. These 
are being based in Britain. Administration leaders had placed great 
faith in Europe’s use of the IRBM as a war deterrent. This cool 
Allied reception of the IRBM, Britain excepted, is considered by 
— military experts as the greatest failure in our postwar defense 

anning. 

E There is a reason for this reluctance. In an all-out nuclear 
war the Kremlin forces, unless prevented by SAC, have the capability 
of destroying Western Europe in a matter of minutes. The European 
defense against Red bombers and missiles is inadequate. We cannot 
afford to provide Europe with even a reasonable defense. Accord- 
ingly, this understandable fear of Red nuclear incineration a in 
the event of war force our Euro NATO Allies into neutrality. 
If that happens, we may be denied the use of many of our oversea 
bases and the United States and Canada would be left to face the 
Soviets, while the remainder of NATO is neutral. 

A number of the central European, south Asian, and Far Pacific 
countries have received in all more than $10 billion in military assist- 
ance. Yet some of these recipients are hostile to the United States. 
So it is possible that some of our own weapons might one day be turned 
against us. This has weer before. 

Limited military information makes it difficult for the American 
people to know our true defense position. It would appear that— 

the Red Air Force challenges BAC ; 

we have yet to gain missile ascendancy ; 

we have undertaken to defend the free world ; 

our forces, deployed globally, are over-extended ; 

our own do, defense against bombers and missiles is 
inadequate. 

So far as the survival of the American people is concerned, mili 
assistance to European and Asiatic countries 1s not essential. Author- 
itative studies show convincingly that the Western Hemisphere can 
be defended and made self-sufficient both in peace and in war? 

In the past 12 years we have spent about $23 billion for foreign mili- 


+8. Doe. No. 88, 84th Cong., Critical Materials. 
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tary assistance. In addition, our oversea military men are spendi 
more than $3 billion annually. Suppose dozens of our cities are wiped 
out in an all-out nuclear war. What excuse can our political leaders 
who survive offer for such a tragedy, if we continue to arm other 
nations while neglecting adequately to defend our own people? * 


Il, IMPACT OF FOREIGN AID ON POLITICAL SYSTEMS 


One of the main benefits claimed for foreign aid is that it helps 
prevent the growth of communism. Actually, it has tended to pro- 
mote philosophies akin to communism. 

The Marshall plan greatly assisted Britain’s recovery from war’s 
devastation. But the fact that Britain instituted and carried out 
her industrial nationalization program at the very time that our 
foreign aid funds were being received is more than mere coincidence. 
The $7 billion py aid which we have contributed to Britain’s 
economic program, directly or indirectly, has helped to nationalize 
the Bank of England, and the gas, electric, railway, canals, and coal 
mining enterprises of the United Kingdom. Our dollars also have 
assisted Britain to adopt socialized medicine. Thus, Britain has 
taken a long stride toward total socialism. Through too much foreign 
aid, too long continued, we have done Britain, our ally, a great 
disservice. 

But this is not all. Ina like manner our aid has helped to strengthen 
the nationalization processes in Norway, Austria, France, Italy, Tur- 
key, Pakistan, India, Indonesia, and even in Communist Poland and 
Yugoslavia. 

Nationalization of industry and state capitalism have been fostered 
in countries receiving our funds. Our dollars and credits have gone 
mostly to foreign governments and provided the means to start state 
enterprises or to take over ingrend owned businesses. In many 
cases as a condition upon which we granted foreign aid, we have 
encouraged the recipient governments to move into industrial opera- 
tions with programs similar to the Soviet 7-year plan. In so doing, 
our foreign aid is helping to establish the very system of state slavery 
we set out to combat. 

American-financed nationalization does more than merely put a 
foreign government in business. It serves to destroy the free 
of the recipient country. Nationalization both here and abroad re- 
duces the tax base and therefore raises taxes for others. Government 
business is subsidized by our continuing foreign aid; most free enter- 
prises do not enjoy such subsidy. For the free enterprises which 
survive our aid, there is always the threat of expropriation. 

By assisting recipient countries to nationalize their industries, 
foreign aid contributes materially to the creation of government 
systems and institutions hostile to hows which have been derived from 
our Declaration of Independence and our Constitution. 

The argument is advanced that by raising living standards, foreign 

? Due to rapid obsolescence in weapons, it is of great importance to eliminate waste and 
duplication and to make every U.S. defense dollar produce the maximum. Our ability to 
be able to finance an adequate defense program over many years may be the key to our 


survival. 


If our arms program were properly orientated, we could have better defense for far less 


than we are now spending. See ve Force Magazine, March 1959, ‘“‘Where We Stand,” 
by Brig. Gen. Bonner Fellers, U.S. Army (ret.). ’ ” 
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aid prevents the spread of communism. It isa mistaken idea, however, 
that communism breeds on poverty. There is no proof that a high 
standard of living is the enemy of communism. 


All of the Eastern European countries, rey Czechoslovakia, have 


always been relatively poor. Czechoslovakia, however, has long been 
among the most prosperous countries of Europe. Yet, Czechoslovakia 
through political intrigue went communist. In central and Western 
European countries, communism has thrived in the prosperous indus- 
trial areas. In the relatively poor countries the population has usually 
resisted Communist influence. 

For instance, Communists are strongest in Italy and France. In 
Italy the Communists are stronger in the prosperous northern indus- 
trial areas, while in southern Italy, where the people are poorer, the 
conservatives have built a stronghold. In France the Communists 
are stronger in the prosperous cities; they are weaker in the poorer 
rural areas. 

In Ireland, among the least wealthy countries of Western Europe, 
the Communists have made little headway. 

In India, which has received substantial aid, between 1952 and 1957 
the Communists increased their vote from 4 million to 12 million. 
Today the Communist Party is the second largest in the Indian Par- 
liament and actually controls the government in the State of Kerala. 

Many Americans will be astonished to learn that strong encourage- 
ment for foreign aid originally came from Joseph Stalin. His “Marx- 
ism and the National Colonial Question,” pages 115-116, reads in part: 

It is essential that the advanced countries should render aid—real and pro- 
longed aid—to the backward nationalities in their cultural and economic develop- 
ment. Otherwise, it will be impossible to bring about the peaceful coexistence 
of the various nations and peoples—within a single economic system that is so 
essential for the final triumph of socialism. 

Through foreign aid the United States is following Stalin’s spend- 
ing prescription for the establishment of “a single economic system 
that is so essential for the final triumph of socialism.” From the 
start the Kremlin has been determined to make capitalism pay for 
its own funeral. 


IV. FOREIGN AID AND FREE WORLD ECONOMY 


In a recent speech Mr. William McChesney Martin, Chairman of 
the Federal Reserve Board, said: 

One distressing experience [during a recent trip abroad] was to find among 
intelligent and perceptive men in those countries a growing distrust over the 
future of the American dollar. 

At home, this growing loss of confidence in the dollar is evidenced 
by the current flight of gold from U.S. eet ts Foreign govern- 
ments and banks with dollar credits in the United States can demand 
and receive payment in gold. But our Government will not redeem 
in gold, dollar credits owned by U.S. citizens. 

oreign governments, partially with the aid of credits made avail- 
able to them through our ni aid, have been salting away Amer- 
ican gold, or piling up dollar balances in our American banks. In 
addition, individual foreigners, again with the help of our foreign 
aid, have become heavy investors in American securities. It is esti- 
mated that there are about a billion in market value of U.S. securities 
39628592 
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held abroad. This could all be converted into foreign Central Bank 
demands on our gold stock. 2 

At the beginning of 1958 our gold reserve amounted to $22.9 billion. 
During 1958 alone, $2.26 billion in gold has been taken from us by 
foreign countries. Should this loss of confidence in the dollar con- 
tinue, the gold outflow could collapse our currency. 

Since 1950 dollar deposits in this country by foreign governmental 
agencies have Sceamaned reek $3.9 billion to $8.7 billion. In addition, 
foreign individuals and foreign banks now have dollar deposits in our 
banks of $5.8 billion. This total of $14.5 billion in foreign holdings is 
convertible into gold upon demand of the holders. In other words, 
70 percent of our gold reserve is wokiort to foreign demand.* 

here is no evidence in 1959 that this flight of gold has ceased. 

Our gold stock reduction menaces our economy. Today the U.S. 
ld ratio to our own money has actually declined to a figure lower 
n that during the depth of the 1933 depression. 

The Federal budget of the United States has been balanced only five 
times in the last 27 years. The Federal debt is now $283 billion. This 
crushing American debt, borne by only 6 percent of the world’s popu- 
lation, is greater than the combined national debts of all other coun- 
tries in the world. More than a fourth of our Federal debt has 
resulted from budget deficits caused by our foreign aid programs. 
Annual interest on the aid portion of our debt is about $2 billion. 
This interest, together with foreign aid appropriations, totals some 
$7 billion annually. Thus our past and present foreign aid programs 
are consuming the equivalent of 20 percent of our personal income 
tax collections. 

It has been reported that a major portion of foreign aid money is 
nt within the United States and thereby strengthens our economy. 
ubtless Government contracts for foreign aid materials have 

poy 0 profits to U.S. corporations and may have influenced them 
and their workers to support foreign aid. However, when the manu- 
facturer’s product is given away, rather than strengthening our econ- 
omy, it siphons off our wealth. Money — for goods and services 
to be used as foreign aid creates consumer buying power, but not con- 
sumer goods for Americans. Hence such foreign aid is by its very 
nature inflationary. 

It is alleged that foreign aid is responsible for the employment of 
600,000 American workmen. This claim ignores the fact that Ameri- 
can workmen are already suffering from unemployment resulting from 
foreign aid grants to competitive industries abroad. Moreover, the 
tamil Cooperation Administration (ICA) purchases fre- 
quently discriminate against American production. For example, in 
1957, our ICA textile expenditure was $96.3 million, of which only 
$7.2 million was spent for American textile ) giongg ae Today we have 
meaty 5 million unemployed; foreign aid has been a contributing 

actor. 

Administration propaganda seeks to minimize the impact of our 
foreign aid burden by emphasizing that it is a mere 1 percent of our 
gross national product. What this propaganda does not tell is that 


* Data supplied by the International Monetary Fund. 
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foreign aid facilitates the flight of gold from U.S. control and con- 
sumes the equivalent of 20 percent of our personal income tax. : 

The administration is eager to keep foreign aid and all foreign 

licy strictly on a bipartisan basis in the Congress. In the last three 
Preaiiential campaigns, candidates of both major parties carefully 
avoided making foreign aid an issue. As a consequence, taxpayers in 
our Republic have never had an opportunity to express themselves 
on foreign aid at the polls. 

Unfortunately, our acknowledged Federal debt is only a fraction 
of our real debt. It has been reliably estimated that our true Federal 
debt obligations amount to about $838 billion. This figure is reached 
by totaling existing legislative commitments of $105 billion, Social 
security obligations of $350 billion, and a Federal Reserve contingent 
liability of $100 billion,* together with the Federal Treasury debt of 
$283 billion. 

In addition to the $838 billion Federal debt obligations, our private 
individual debt is $238.5 billion. Our net private corporate debt is 
$236.1 billion. The State and public local debt is $50.9 billion.® 

The inflationary result of these enormous debt burdens, coupled with 
confiscatory income taxes, is fast undermining our economy. 

To illustrate: 


Because of taxes and inflation, in 1957 it took an income of— 

$4,806 to match in purchasing power a 1939 income of $2,000; 

$13,004 to match a 1939 income of $5,000; 

$30,971 to match a 1939 income of $10,000: 

$333,377 to match a 1939 income of $50,000. : 

If things go during the next 18 years like they went during the past 18—and 

the spenders seem to be determined to have it that way—the dollar will be worth 
less (in 1975) than 25 cents and it will take an income of— 

$10,538 to match a 1939 income of $2,000; 

$33,240 to match a 1939 income of $5,000; 

$92,141 to match a 1939 income of $10,000; 

$835,393 to match a 1939 income of $50,000.° 


As a result of this dollar devaluation and the increased velocity of 
money circulation, in the past 20 years the value of fixed incomes, of 
all bank accounts; insurance policies; Government, State, and mu- 
nicipal bonds, and all other indebtedness has been cut in half. Thus 
the losses already inflicted on the American people are enormous. The 
same processes continue—and the end is not in sight. 

The impact of our foreign aid on the economy of nearly all of the 
recipient countries is likewise inflationary and damaging. Many 
times foreign aid has financed new producing and manufacturing 
facilities without coordinating secondary industries and markets. 
This has resulted in dislocation and the need for further gifts. With 
the exception of Germany, every country receiving our foreign aid in 
the past 10 years has found that its currency is — than before the 
aid was given. 

The initial aid which the United States extended to countries devas- 


American fon, “What Is The National Debt?’ by Medford Evans. July—August 


1957, Belmont, Mass. 
s rtment of Commerce, National Income Division, Washington, D.C. Figures as of 


r 1958. 
*T. Coleman Andrews, Economic Research Associa 6 Iris Richmond, Va.; 
also see Reader’s Digest, March 1959, pp. 79-81. 
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tated by World War II ee accelerated their recovery. 
However, it is utterly impossible for the American taxpayer to trans- 
fuse the economy of the free world, with a new money bloodstream, 
except temporarily. The recipient country begins to live on the trans- 
fusion; its economy becomes geared to an income which it cannot, by 
itself, sustain. 

The time has arrived when free world countries must help them- 
selves. They must establish sound, enduring economies of their own 
lest they perish, the victim of predatory socialistic forces. For us to 
continue foreign aid is a disservice to the recipients. The longer this 
aid is extended, the longer will be their delay in establishing self- 
sufficiency. 

V. FOREIGN AID ADMINISTRATION 


The field supervision of 2,000 economic aid projects scattered about 
the globe is a prodigious undertaking. It involves the allocation of 
lange quantities of grant aid (money) ; it involves engineering and 
technical assistance. Qualified specialists to manage and operate so 
mony foreign projects of widely varying nature are impossible to 

tain. 


On the planning and policy level in the ICA and the Department of 
State, the practical experience of the personnel has not qualified them 
to manage what is actually the largest regan, Olt? lying, and 
banking operation in the world. Men who would be able to handle 
such jobs enjoy good positions in private enterprise and are unwilling 
to serve under the direction of Federal bureaucrats. 

In the past decade the agency administering economic aid has had 
its name changed several times, quite possibly in the hope that the 
American people would forget its past record. During that time, the 
economic aid agency has had eight directors. No director has held 
office for more than 24% years and one served only a few months. 

This rapid turnover results in the directors becoming captives of 
what is now recognized as a self-perpetuating bureaucracy. It operates 
on the principle that no matter how wastefully money is spent, if 
enough is spent, it will do some good. This lack of competent per- 
sonnel has resulted in innumerable instances of waste running into 
many billions of dollars. 

A few among numerous examples will illustrate: 


A total of $3 billion foreign aid funds has been granted to foreign powers to 
help reduce their national debts and to balance their budgets. To extend this aid, 
we ironically had to borrow the money ! 

There are instances of U.S. Government checks having been turned over to 
foreign officials for budget support with no record of how the money was spent. 

Foreign aid has given more than $2 billion to governments that are hostile to 
the United States. This includes the Soviet Union, Yugoslavia, and Poland. 

To build an American exhibit in Moscow to be completed in July 1959, $3.2 
million foreign aid has been authorized. 

Last year India received $325 million in foreign aid. A substantial part of this 
aid was given to support India’s second 5-year plan. Our dollar credits enabled 
the Indian Government to purchase equipment with limited Indian commitments. 
to buy American goods. 

Point 4 was originally established to export American know-how to the under- 
developed countries. Instead, point 4 has become inextricabiy involved with 
industrial development, lush enginering contracts and surveys that have no 
relationship to the original purpose. 
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From an official report on foreign aid to oil rich Iran, the— 


U.S. aid and technical assistance programs in Iran which, between 1951 and 
1956, totaled a quarter billion dollars, were administered in a loose, slipshod, 
and unbusinesslike maner * * * it is now impossible—with any accuracy—to 
tell what became of these funds.’ 


The official in charge of Iran foreign aid was later promoted and 
is now head of foreign aid in Korea where our spending obligations 
are greater. 

In 1953 our Government made $745 million, almost three quarters of 
a billion dollars, available for the support of the French and their allies 
in the prosecution of the Indochina War. Our arrangements with the 
French for the control and accounting for this money were cumbersome 
and loose. Only a part of the $745 million had been spent. when the 
‘French varsindnsecs Because of poor accounting and auditing, the 
United States does not know how all of the $745 million was spent. 
After many months of attempted audit and negotiations, the United 
States was able to recover only $95 million. 

Our financial support of the British military aircraft p in the 
fiscal years 1953-54-55 was approximately $450 million. e planes 
being financed were unduly soya as in development. By the time full 
p uction was achieved, the planes were obsolescent. The London 

inancial Times wrote, in December 1954, that our offshore financi 
of these British aircraft was “in fact just a rather clumsy method of 
making a grant of cash.” Actually part of this cash served to make 
possible a British Government subsidization of its commercial jet 
in competition with U.S. manufacturers. 

A New York Times dispatch from Karachi, Pakistan, dated Febru- 
ary 18, 1959, discloses that corruption and inflation are rampant; that 
“of the $839 million received by Pakistan in foreign aid, of which $703 
million came from the United States, only $186 million according to 
an official admission was utilized on ‘constructive works.’ ” 

The Development Loan Fund isa new foreign aid device for extend- 
ing development assistance to foreign countries. It will make what 
amounts to second-mortgage loans and accept soft local currencies in 
payment for loansin dollars. The Development Loan Fund also lends 
money to assist American business in the establishment of overseas 
factories. 

The ICA will provide insurance coverage on private overseas invest- 
ments — certain exchange losses and expropriation and other 
risks. Thus, American taxpayer’s dollars subsidize overseas factories, 
the products of which compete with those of our American workmen. 

The Fairless committee, which was appointed by the President in 
1957 to evaluate the foreign aid program, adversely criticized the con- 
“— of the Development Loan Fund and soft currency loans. 

o comprehensive and independent audit of foreign aid expendi- 
tures seems ever to have been instituted. 

The Con votes foreign aid appropriations; the executive 
branch of the Government handles the apportionment and disburse- 
ment of funds. Once funds are in the hands of our executive branch 
it appears that the Congress exercises almost no control over manage- 
ment, expenditures, and projects. 


7 First report by the House Committee on Government Operations, ‘United States Aid 
Operations in Iran,” Jan. 28, 1957, p. 3. 
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The Congress has a responsibility to its tax-paying constituents. It 
should assert control over expenditures of foreign aid appropriations. 
It should make its appropriations more specific. It should further 
limit the power of the Executive to effect the transfer of foreign aid 
funds. Too much flexibility amounts to writing a blank check. 

The Congress should create a bipartisan congressional committee or 
Hoover-type Commission with sufficient funds to conduct a thorough 
investigation of foreign.aid. This should include a check on the pro- 
graming and expenditures for foreign aid projects and should con- 
tinue until all foreign aid is terminated. 


VI. MORAL AND PSYCHOLOGICAL ASPECTS OF FOREIGN AID 


A large part of foreign aid support in the United States stems from 
some of our religious leaders. ood samaritans that they are, they 
associate foreign aid with the religious obligation of individuals to 
help others. It is a moral act for a person to make a voluntary con- 
tribution of money or effort to help another person. By extending 
aid religious leaders seek to kindle an inner light in those to whom help 
is given. 

his is, of course, in accordance with the Christian concept that re- 
form of societies is a revolutionary process which starts by a change 
of heart from within the individual. However, this Christian teachi 
is the direct opposite of the Marxist theory, which our governmen 
concept of foreign aid parallels. 

Marx held that societies are changed from without and that individ- 
uals change, not from within, but rather in accordance with their 
external environment through things material. 

Frederick Engels, Marx’ collaborator, wrote: 

The ultimate causes of all social changes and political revolutions are to be 
sought not in the heads of men, not in their better insight into eternal truth 
and justice, but in the changes in the methods of production and exchange; they 
are to be sought not in the philosophy, but in the economics of a particular epoch. 

Our foreign aid program, curiously for a Christian people, follows 
the Marxist teaching. Foreign aid is expressed in rt of money, 

roduction, and materialism. money for foreign aid is not a gift 
m our — to — peoples. Foreign aid is money extracted 
from the American people by confiscatory income taxes and then be- 
stowed by our governmental bureaucrats upon a foreign government 
to do with it as it pleases. | 

Missionaries serving in countries yarn. foreign aid report grave 
concern about the adverse effect of our aid among the people with 
whom they work. One is compelled to conclude that our religious 
leaders endorse governmental foreign aid only because its materialistic 
motivation has not yet been disclosed to them. 

Americans are crusaders. It is our American trait to endeavor to 
create others in our own image. Whether or not other peoples want 
to reflect our image fails to deaden our zeal. Through foreign aid 
we have attempted to superim our modern, highly industrialized, 
fast-moving system upon underdeveloped countries with less com- 
plex li standards, slower tempo, and different cultures. It has 
taken us 175 years to reach our present standard of living. Forei 
aid seeks to lift underdeveloped countries to a parity with us in a de- 
cade or two. It is most unrealistic. 
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Foreign aid reflects a patronizing attitude toward foreign peoples. 
It is a sly attempt to buy their allegiance, which is presumed to be for 
sale. 


In the recipient countries, our foreign aid ate gor results in con- 
fusion, misunderstanding and sometimes chaos. After ceed 15 years 
of foreign aid we are probably the most disliked nation in the world! 

There is also a human principle which strongly influences the re- 
action of recipients to our foreign aid program. If one country is 
made a recipient, how can aid to others be denied? If one recipient is 
granted more than others, all recipients then clamor for more. The 
war-devastated Eno og our trusted wartime ally, is now under- 
standably in turmoil for the reason that others less deserving are 
higher on our foreign aid totem pole. 

nless foreign aid is soon terminated, our country faces economic 
peril, This peril is inevitable because neither this nor any other Con- 
gress will reduce or restrain spending at home so long as it votes 
colossal foreign handouts. 

Our Congressmen know that, so long as they dissipate billions of 
dollars overseas, to be reelected they must also continue nsive 
domestic benefits. Os, aid is a street without end—unless the 
street is barricaded. If long continued, it will result in an ever- 
expanding bureaucracy of careerists dedicated to passing out American 
taxpayers’ dollars all over the globe. 

e fate of our foreign aid program is a matter which the American 
people must decide now. No matter how much we spn it is clear 
that we cannot buy world leadership and good will. If we are to lead, 
we can lead only by example. We cannot force our image upon others. 
We must resume our pro and pursuit of liberty under the Con- 
stitution. Then and only then will others respect us. 


vit 


From the foregoing, the following facts are inescapable: 

1. That our Government intends that foreign aid shall be 
continuous and global. 

2. That the threat of Communist aggression rules out our 
continuing to dispense lavish foreign aid when our own economy 
is threatened and our defenses are inadequate. 

3. That in a number of recipient countries our foreign aid 
helps to strengthen political systems hostile to our own. 

4. That our foreign aid speeds rather than retards the growth of 
communism; it inflates our economy; it is partially responsible 
for the alarming flight of gold from our control; it is destroying 
our foreign markets and increasing unemployment among 
American workers. 

5. That by the very nature of the foreign aid we extend it must 
be inefficient and wasteful. 


6. That our governmental foreign aid program is unsound in 
principle. 
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To remedy these conditions we recommend the following: 

1. That our traditional generous private charity and govern- 
mental grants to relieve disaster be continued; that we encourage 
the expansion of our private missionary efforts. 

2. That in countries which we are morally obligated to defend 
and which are directly threatened with Red aggression, military 
assistance—for the time being—should be continued but on a 
realistic basis. 

3. That foreign aid which directly or indirectly promotes Gov- 
ernments that are hostile to our constitutional concepts of govern- 
ment be terminated immediately. 

4. That so long as governmental foreign aid is continued the 
recipient should pay a part of the cost of the proposed project; 
that our aid should terminate when the conditions on which that 
request is based have been remedied; that private technical, 
scientific, and educational assistance be extended only to friendly 
peoples who seek our aid on a cash or loan basis. 

5. That until foreign aid is terminated, the Congress take steps 

roperly to exercise close supervision and control over the manner 
in which all foreign aid funds are being spent; that all future 
economic aid, plus what can be salvaged from unexpended foreign 
aid y Sane, be diverted to and handled by the Export-Import 
ank. 

6. That the $3.9 billion requested by the President for the fiscal 
ear 1960 be reduced $2 tiltien, and that each year thereafter 
oreign aid be substantially reduced until terminated within 3 
ears. 

THe Crrizens Foreign Arp CoMMITTEE 


SUITE 335, 1001 CONNECTICUT AVE. NW. 
WASHINGTON, D.C. 
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Members of this committee are not isolationists. They believe in 
the principle that commercial intercourse is of t importance to 
stabilize the world. They support the expansion of international trade 
by route of the free enterprise system. They subscribe to a reasonable 


expansion of sound foreign investments and loans on the business level. 
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EXECUTIVE BRANCH COMMENTS 


I. OUR FOREIGN AID 


Item No. 1 
Statement (p. 2) 


“As part of foreign aid Public Law 480, 83d Congress, authorizes 
di of agricultural surplus commodities.” 


Comment 


~ Public Law 480 is not properly part of “foreign aid.” Public Law 
480 was designed to dispose of U.S. agricultural surpluses. 

Title I of Public Law 480, under which the greater part of these 
surpluses are moved, provides for the sale of these surplus commodities 
for foreign currencies to friendly nations, These sales are required 
not to displace usual marketings of the United States or to ccsabe, 1 
world prices or normal patterns of commercial trade with friendly 
nations. The local currencies received from the sales are deposited 
to the credit of the U.S. Government. 

Title II of Public Law 480 permits the United States. to furnish 
other governments, generally on a grant basis, surplus commodities 
to relieve famine or other urgent and extraordinary needs. 

Title III of Public Law 480 authorizes the U.S. Government to 
grant surplus commodities to nonprofit voluntary agencies and inter- 
governmental organizations for free distribution to needy persons 
abroad and to barter for strategic materials. 

When mutual security programs are being developed, consideration 
is always given to the amount of Public Law 480 commodities which 
can be Seed | in lieu of mutual security funds. Under section 402 of the 
Mutual Security Act, a minimum of surplus agricultural commodities 
valued at $175 milhon is utilized for foreign assistance directly related 
to operations of the mutual security program as part of the regular 
mutual security program appropriation. 


Item No. 2 
Statement (p. 2) 


“Tn 1948 some 450 im were employed to administer and distribute 
foreign economic aid. Ten years and $41 billion later this staff has 
grown to 12,000 directing 2,000 projects.” 
Comment 
The figures for personnel are misleading. The amount obligated for 
Mean economic aid during the period 1948-58 was actually $24.2 
ion. 
_ A, In 1948, comparatively few people were needed to administer the. 
Jarge amount of commodities which were the keystone of the Marshall 
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plan to rebuild Europe. In 1958, the larger number of people were 
wa me J needed for the technical cooperation program to impart 
technical skills to the oye of underdeveloped countries. 

As of December 31, 1948, the Economic Cooperation Administration 
personnel totaled pea Of this number, 1,061 were foreign nationals 
and 1,797 were U.S. nationals. — 

As of June 30, 1953, when European reconstruction was nearing an 
end and when the United States was-en ged in assisting underde- 
velo countries throughout the world, there were 7,148 persons 
employed. Of this number, 2,459 were foreign nationals and 4,689 U.S. 
nationals. Of these 7,148 persons, the technical 
cooperation to train people derdeveloped countries ‘in 

As of June 30, 1958, there were 12,844 persons employed by the ICA, 
These included 5,150 foreign nationals, 5,642 U.S. nationals hired 
directly, and 2,052 employed under contract. Of the 12,844 persons, 
9,246 were employed in technical cooperation programs. ant 

In 1948, the U.S. was giving economic aid to 12 European nations. 
In 1958, the U.S. gave some form of economic assistance to 55. natio 
nearly all in the less developed areas of the world where the help’ o 

ified U.S. technicians and experts is important. 2d eee 
“ B. The $41 billion mentioned by the Citizens Committee in their 
report on page 4 cannot be substantiated by the records, . In the 10 
years of the mutual security program, fiscal years 1948 through 1958 
economic assistance obligations administered by the successive m 
security organizations totaled $24.2 billion. hy 


of Item No. 3 
Statement (p. 2) ad 
“As of December 31, 1958, there was a total of $6.6 billion in un- 
expended foreign aid funds.” 
The use of the word “unexpended” is misleading. These funds have 
been obligated for gy purchases of military and economic materiel 
and are not available for other purposes. Frequently this materiel 
requires 1 to’2 years to manufacture. The mid-fisca]-year figure used 
is also misleading. As of the end of the current “year (June 30; 
1959), the pipeline balance will be about $4.7 billion. This includes 
$2.6 billion for military materieland $2.1 billion for economic materiel. 
These obligated funds for economic programs permit continuity of 
pro in countries with fiscal years different from our own;;the 
ing of multiyear contracts; and time required for commodity 
procurement between the time it is ordered and delivered. ©. 
In connection with these pipeline figures for military programs, it 
should be remembered that expenditures for military assistance pro- 
ms have.averaged $2.4 billion per year since 1955., This is more 
‘han. the amounts appropriated for those years; thus, military | 
have drawn upon the pipeline. The carry-over of these pine 
Sten at the end of fiscal year 1960 for military programs jis Pn 
to be further reduced to approximately $2.3 billion, over half of which 
will have been obligated for missiles, aircraft, and ships. Considering 
the required leadtime for many of the modern weapons systems, 
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further reduction of this pivelios would have a serious effect upon the 
capability of the United States to meet high priority requirements of 
our Allies in future years. | 


II. FOREIGN AID AND DEFENSE 


Item No. 1 
Statement (p. 2) 


“Whether or not the Soviets, with their 175 regular divisions and 
the world’s lar air force, intended to occup estern Europe is 
not known. Obviously Western Europe’s 21 NATO division defense, 
with insufficient air support, is not an effective war deterrent. If the 
Soviets ever entertained invasion plans, one weapon alone has deterred 
them : the U.S. Strategic Air Command.” 


Comment 
‘The import of this statement is that NATO has been and is of little 
or no value as a deterrent to Soviet ag ion. This assertion is 


completely unsupported by the views of qualified and responsible 

authorities, and XK {mors is based on the stated numerical relation- 

ship between total Soviet and satellite forces and NATO forces. 

e President of the United States, the Joint Chiefs of Staff, and 
the U.S. Supreme Commander of NATO Forces, Gen. Lauris Norstad, 
do not with this conclusion. The information which they have 
provitied to the House Committee on Foreign Affairs demonstrates 
that NATO is an essential and valuable deterrent to Communist 
oppression and is vital to U.S. security. 

_ While the true plans of the Soviets at any given time cannot be 
aranteed, their actions just prior to the implementation of the 
ATO defense concept left very little room for doubt as to their 

intention to expand and devour all that we would permit. Prior to 

the inception of NATO, the Soviets, by various means, moved into 

Czechoslovakia, Bulgaria, Rumania, Albania, Hungary, Estonia, Lat- 

via, Lithuania, and Poland. They attempted to overpower Berlin 

and to destroy the independence of Turkey and Greece. Since the 
appearance of NATO, there have been no further Communist en- 
croachments in Europe. 

- The assertion that NATO is not an effective war deterrent cannot 

be reconciled with the increasing, almost obsessed Soviet efforts to 

wreck the alliance. This view ignores completely the endless means 
the Soviets employ in diplomatic pressures on individual member 
countries ; in clumsy threats timed to coincide with significant NATO 
policy conferences; by cajolery and schemes to destroy the cohesion of 
the alliance and by variously garbed “peace offensives,” calculated to 
lull NATO members into dangerous attitudes of relaxation and hopes 
for a Soviet new look. 
The critics are seemingly carried away by an over simplified mathe- 
matical equation of 175 to 21 divisions. en viewed in proper per- 
tive, with ramparts stretching some 30,000 miles and 360° to watch 
the implication of these 175 divisions are quite different. It should 
be noticed that in East Germany, the Soviets maintain 22 divisions, 
minus some announced reductions. These Soviet forces could be aug- 
mented, but NATO is equally flexible in this respect, if need be. 
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Hence, it is obvious that the 175-to-21 equation represented in this criti- 
cism is not valid. SAC has indeed been a most powerful deterrent 
to Communist ression, but even SAC cannot function with full 
effectiveness as a deterrent to Communist aggression without the over- 
sea facilities and base support which have been so largely made possible 
by the military assistance program. 

Finally, the criticism fails to take account of the basic element of 
U.S. and free world strategy which bases our common security effort 
on the principle of collective security. This principle recognizes that 
it is no longer possible nor is it advisable for any one nation to attempt 
to provide all the elements and all the strength demanded for an effec- 
tive defense against the threat of international communism. NATO 
in fact, is but one (although it is the most powerful) of the free world 
collective security undertakings. Under this principle, each member 
nation contributes what it can best and most effectively provide for 
the common defense. SAC is a part of the U.S. contribution to the 
defense of Europe and the United States, but it is only a part. To be 
fully effective, SAC, as well as other defensive instruments, require 
the facilities and the cooperation of other allies. 


Item No. 2 

Statement (p. 2) 
* * * Western Europe, more prosperous than before World War 
II, is not carrying its proportionate share of the NATO defense effort.” 
But we are carrying far more than our share.” 


Comment 


If Western Europe is more prosperous than before World War II, 
its increased * sr Hd is in our interest, One of the aims of U.S. 
policy after World War II was to help revitalize European economies, 
so that they could better withstand the havoc that communism every- 
where wreaks in the midst of want and economic instability. With 
greater prosperity, Europe is better able to bear its proper share of 
the defense burden. 

-_ In fact, however, the criticism is misleading as to the performance 
of Western Europe in carrying its proportionate share of the NATO 
defense burden. It is true that the economic situation in Euro 
countries has shown considerable improvement in recent years. How- 
ever, their living standards and per capita gross national product 
still do not nearly a — our own. Based on official rates of ex- 
change, European NATO countries’ per capita gross national product 
is approximately one-third of our own. Even if adjustments are made 
to account for most reliable estimates of comparative purchasing 
fo ves: the European NATO ratio would be less than one-half the 

.S. per capita gross national product. 

A similar comparison may be made between consumption levels. 
The Europeans’ resource base is narrower than our own. eir livi 
standards are generally lower. Investment and consumption deman 
on their resources are more pressing. Tax levels, on the average, are 

igher in Europe than in the United States. : 

ot reflected in tabular listings of European NATO contributions 
to defense are other real contributions of considerable value to the 
common defense effort, and at the same time involving very real sacri- 
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fice. These include such things as bases, base facilities, manpower 
large land areas (in a community in which land is notably scarce), an 
other contributions. 

From the beginning of the European NATO buildup through calen- 
dar year 1958, the United States has contributed some $14.6 billion in 
military assistance to NATO countries. During the same period, 
these NATO countries have themselves spent over $100 billion on 
defense. NATO countries’ defense expenditures have been increasing 
during the past few years, during which period U.S. military assist- 
ance to NATO was steadily diminishing. European NATO defense 
gs pene for calendar year 1958 more than doubled those of 1950. 

e tabular comparison below shows that NATO defense expendi- 
tures have more than doubled since 1950, and that the U.S. contribution 
through military assistance has gone down. 


Huropean NATO defense expenditures and U.S. military assistance 


[In billions of dollars] 
Calendar defense | milita Calend defense | milite 
tures 
1980... 6.3 0.3 || 1955... 14 1,9 
1951. 8.7 |} 1956. 12.7 18 
1962. 11.9 2.0 || 1957-- 13.4 
12.2 3.2 |} 1988_- 13.3 1.0 
1984... 11.6 2,4 
A tabular listing showing the per capita prose national product of 
11 European NATO countries, estimated for fiscal year 1958, and 


the estimated defense expenditures, in terms of percentages of gross 
national product, for the same period, is appended. ae es 
ni 


also indicated, as well as a comparison with figures for the 
States. 
1 
Defense ex- | gross national 
Gross national product per capita 1958 esti- | penditures| product per 
1958 esti- capita after 
mate defense expendi- 
ture subtracted 
Percent 
GNP 

Benelux 1,193 3.4 1, 152 
Den k 1,040 2.8 1,011 
_ France. 1,125 6.8 1,049 
‘Germany. 1,005 3.4 971 
Ge 530 3.6 §11 
Norway 1,137 3.7 1, 095 
Portugal. 227 4.2 216 
Uni Kingdom 1,178 7.5 1,090 
key. 381 4,2 365 
reece. 336 5.3 318 
Average. 863 5.4 817 
United States. 12,450 10.4 2, 195 


1 1968 estimate (1957 prices) 


| 
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Item No. 3 

Statement (p. 3) 

“Despite our huge defense contribution, Euro NATO strength 
‘in comparison to that of the Soviets is almost neghieth ys cee 
Comment 

In addition to the comments made on item No. 1, it should be noted 
that, the criticism appears not to take into account the obvious Soviet 
respect for the remarkably increased military strength of the com- 
bined NATO countries since 1949, as measured in effectively organ- 
ized fo the large 10-year accumulation of trained personnel, in- 
creased and improved equipment, development of a spirit of confidence 
and morale, which all contribute to the effectiveness of the deterrent. 
Moreover, the criticism ap to disregard the strategy of NATO, 
under which it is not an objective to match, man-for-man, division- 
for-division or missile-for-missile, the forces of the Communist bloc. 
Rather, the aim is to provide modern weapons me te am om and 
substantial, well trained and —— fighting forces by a deter- 
mination to make unmistakably clear that aggression will not be 
tolerated, that the cost to the communists for any infringement on 
free Europe will unmistakably be exacted and will be higher than the 
communists can accept. This strategy has worked, and will continue 
to work just so long as the Soviets know that behind the NATO al- 
liance there is a continued determination and maintained effort to 
match the capability to the determination. 

Finally, the criticism overlooks both the size and the character of 
‘the populations of the NATO area of Europe, the vast resources of 
hig ly trained manpower, the very considerable reserves available to 
the wealth of industrial resources which will be. mar 
sha against communist aggression. 

Europe’s decade of NATO experience has produced a wealth of re- 
‘sources and added strength, much of which is a reserve, and not readily 
observed as a military asset. This is the invaluable storehouse of 
skills, technological knowledge and new production capabilities which 
enhance and strengthen Europe’s position for defense. 


Item No. 4 
Statement (p. 3) 

“Our eager assumption of a heavy defense role in Western Europe 
has caused our allies to somewhat disregard the Red threat and to arm 
reluctantly. To stimulate them into creating more military might for 

their own defense, we should advise them that it is not our policy 
nines pr 9 to garrison Europe. There should be a systematic with- 
wal of American troops, particularly in the lower echelons, as fast 

as these can be replaced by European NATO members.” - 

Comment : r 
-. The criticism is based upon the fallacious premise that the role of 
European NATO forces is exclusively for their own defense. The 
principle and ronal te: which our whole system of collective 
security rests is that world forces, together, constitute a common 
defense. United States forces in Europe, and United States oversea 
installations everywhere, fit into this concept. Our allies make a vital 


FOREIGN AID AND YOU. 21. 


contribution to the common defense. The forward stationing of ‘our’ 


forces and their manning of advanced bases are vitally essential to 


the maintenance of early warning and oversea strategic capabilities: 
It is necessary for those forces to be there to insure our defense. The 


facilities must be sustained far beyond our continental limits if they 
are to be effective in protecting us at home. If they were not, in the 
missile and Jet age, it would be far too late to mount defensive opera- 
tions from 


cept. They require our participation and we require theirs, for the 
common defense. 

It is not true that our allies in Western Europe have disregarded the 
Communist threat and armed reluctantly—any more than any free 
and nonmilitaristic peoples do so. Evidence submitted in response to 
other portions of the criticisms indicates the measure of NATO 
Europe’s effort and contribution, and is therefore not repeated here. 
It should be observed, however, that when the North Atlantic Council 
appointed General Eisenhower in December 1950, as the first Supreme 
Allied Commander in Europe, he had at his disposal. some 12 partial 
divisions, most of them organized for occupation duties, 400 aircra 
and the same number of ships. Eight years later, the strength o 
NATO’s armed forces has increased four or five fold, and they are 
infinitely more effective in terms of other factors such as fire power, 
combat value and a common plan. 

Moreover, NATO countries are participating in European develop- 
ment and production, with U.S. aid, of modern weapons and equipment 
en to meet the changing needs of defense. 

1e United States must provide continuing evidence of our interest 


and willingness to be committed to the common defense by continued 


assistance in providing equipment, and also in maintaining appro- 
pow U.S. force representation in Europe, to demonstrate that the 

nited States recognizes the undiminished nature of the Soviet threat. 
Failure to do so would give the impression that we no longer attach 
the same importance to the Soviet danger, or that we are willing to 
incur the increased risks to the security of NATO and the United 
States which would result. This could lead to a dangerous lessening 


in the capabilities and the will of our allies to resist piecemeal Soviet 


encroachments. 

In the light of constant U.S. emphasis on the importance of ever- 
stronger, built-up NATO forces, the suggested withdrawal of our 
own forces from the alliance would be inconsistent. The effect on the 
will to resist Communist pressures of such a move, jially in the 


face of potential danger, now highlighted by Berlin, would be 


demoralizing and serious. 
Statement (p. 2) 


“The (IRBM) plan was to establish a line of 36 IRBM squadrons, 


from England through Southeast Europe and then on into Turkey. 
More than a year later, only four squadrons had been accepted. These 
are being based in Britain. This cool allied reception of the IRBMs, 


failure in our post-war defense planning.” 


Britain excepted, is considered by some military experts as the greatest 
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e United States, once an enemy had begun an attack on us. 
European NATO forces contribute very heavily to this defense con-' 


i 
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This statement is incorrect. There has never been any plan involv- 
ing deployment of as many as 86 IRBM squadrons on a world-wide 
basis, much less to the NATO area alone. 

In December 1957 the NATO Heads of Government accepted the 
U.S. offer to make IRBMs available to NATO forces in accordance 
with the plans and recommendations of SACEUR. The recent agree- 
ment involving deployment of IRBMs to Italy is the direct result of 
the U.S. offer. Further, it is anticipated that future ents 
which may be reached with NATO in the light of SACEUR’s antici- 
pated recommendations will provide deployment areas for IRBM’s in 
consonance with production and training schedules. 

It should also be noted further that the IRBM delivery capability 
is only a small part of the whole complex of NATO capabilities to- 
deter to destroy an aggressive force. 


Item No. 6 
Statement (p. 3) 
“The European defense against Red bombers and missiles is inade- 
peas We cannot afford to provide Europe with even a reasonable 
ense. 


Comment 

The report criticizes the “inadequacy” of European defense against 
Red ‘inten and bombers, but. it Ria nak give any indication of the 
standards it would set for an “adequate” system. Does the Citizens. 
Committee require that a defense system must be able to ensure against 
infliction of any enemy damage, in order to qualify as “adequate”? 
Such a standard would be patently absurd in the light. of modern 
offensive capabilities. 

The need for constant improvement of European air defense is fully 
recognized as urgent by the United States and free world allies. This. 
need is in fact the greatest possible justification for the emphasis now. 
being placed on the military assistance program in the European area. 
It is so clearly recognized that the program for military assistance for 
the European area includes substantial amounts for air defense mis- 
sile systems, together with related ground environment equipmen 
guided missiles, advanced types of aircraft, electronic equipment an 
other essentials to an adequate defense. 

The Draper Committee recognized the timely importance of this 
requirement and recommended a substantial addition to the military 
assistance programs for Europe for fiscal year 1960. 

_ The “adequacy” of a defense system is not a static thing, in any case. 
Constant efforts are mandatory, to continue improving the st free 
world defense system, not only NATO, in order to afford maximum 
protective provision against continually developing offensive 
capabilities. 

e criticism further overlooks the powerful deterrent effect of the 
European NATO defense system, and its great value in preventing 
the ocewrrence of enemy attack in the first place. Unless every part 
of this defense system could be destroyed simultaneously by an enemy, 
he must reckon with the retaliation of NATO forces. This system 


must be kept effective and intact as part of the whole free world se- 
curity network. 
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-The impressive 10-year record of NATO eloquently refutes the as- 
sertion. that; we cannot afford to provide Europe with even.a reasonable 
defense. 

The military assistance program has concentrated heavily on the 
provision of training, equipment and know-how, to fill this need. _ Our 
effort helps Europe to assist itself and further develop its capabilities 
in this area. The mutual weapons development program and the 
weapons production program are major channels for this support. _ 

Coie these programs, European-produced lightweight strike 
fighters, such as the G-91, the Norwegian long-range sonar detection 
system, ground-to-air and air-to-air missiles will be made available 
for European defense. Liberalized measures on the exchange of infor- 
mation and technological know-how further advance this objective. 

The effect of the criticism would appear to be the undermining of 
the very efforts which are being bene to improve upon the adequacy 
of European air defense. It is hard to believe that such an objective 
would be desired by the authors of the criticism. 


Item No. 7 
Statement (p. 3) 

The “understandable fear of Red nuclear incineration may in the 
event of war force our European NATO allies into neutrality. If 
that happens, we may be denied the use of many of our overseas bases 
and the United States and Canada would be left to face the Soviets 
while the remainder of NATO is neutral.” 


Comment 


This criticism. betrays a fundamental inconsistency in the whole 
argument raised in the report. The Citizens Committee here expresses 
ve concern over the danger we would face if we find ourselves 
isolated and alone under Soviet attack. Yet, if the arguments con- 
tained in the report were accepted, they would unfailingly bring about 
precisely the isolation and the danger which the Committee quite 
fears. 

If aid were to be terminated in three years, as advocated in the 
report, the ability of our free world friends to remain strong, to sus- 
tain their own determination, to deter aggression and to contribute 
to the common defense would be dealt a disastrous blow. The very 
fear of a Communist assault would be aggravated by our failure to 
continue visible evidence of our determination to ensure that a Soviet 
attack on the U.S. or our NATO allies will incur a cost in destruction 
to the Communists which they cannot possibly be willing to accept. 
The greatest insurance against the very neutrality of which the criti- 
cism speaks must be in an unflagging show of determination and con- 
tinued support by the United States of its allies in maintaining the 
deterrent. To do this, the continuation of the military assistance 


is vital. 

e Citizens Committee rightly notes the gravity of the problem of 
Communist attempts to intimidate the free world. But it does not 
appear to make due allowance for the will of free peoples to remain 
free of Communist domination, even in the face of Communist intimi- 


dation and force. Various of our free world allies have in the recent 
past been crudely threatened with possible nuclear devastation as a 
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consequence of adhering to free world alliances. These allies have 
courageously defied blunt threats and blusters. There is no sound 
basis yet for the assertion that our allies, if given the constant assur- 
ance of our support, will abandon their resolution. There ts great 
danger that signs of U.S. unwillingness to stand with our allies-would 
weaken the free world position. | 


Item No. 8 
Statement (p. 3) 

“A number of Central European, South Asian, and Far Pacific 
countries have received in all more than $10 billion in military assist- 
ance. Yet some of these recipients are hostile to the United States.” 
Comment 
__ This assertion of hostility on the part of aid recipients is untrue. 
No country receiving military aid from the United States is hostile 
to it. It may be that the Citizens Committee interprets the assertion 
of national views and interests which may reflect different national 
positions on some issues as evidences of hostility. It must be realized 
that we are dealing with sovereign and independent states; and that 
they will not be willing, and should not be asked, to suppress their 
national views as a condition of receipt of military aid, so long as 
these views are compatible with the free world effort to build security 
reetility Communist aggression. This, however, is not a question of 
Item No. 9 


Statement (p. 3) 
_ “Limited military information makes it difficult for the American 
people to know our true defense position. It would appear that the 
Air Force challenges SAC; we have yet to gain missile ascen- 
dancy; we have undertaken to defend the free world; our forces, 
deployed globally, are overextended; our own continental defense 
against bombers and missiles is inadequate.” 3 
Comment 
- The problem of keeping the American people informed as to our 
true defense position is indeed a difficult one. Nevertheless the de- 
tailed facts about our weapon system capabilities must of necessity 
be classified information. Our sesso epee never hope to maintain 
its position if a potential enemy is to rmitted to plan for even 
the most detailed capability involved. Since it is not possible to 
release all of our capabilities to the public, it is mandatory that the 
American ple should look to those who have access to detailed 
military planning information and who study these problems in 
ter detail on a continuing basis: the President, the Bncwathoy of 
Defense, the Joint Chiefs of Staff, and the appropriate committee of 
the Congress which are kept informed on a classified basis. ©.» . 
. With respect to the first assumption presented—“the Red Air Force 
challenges SAC”: In recent testimony before Congress, Gen. Thomas 
White, Air Force Chief of Staff, indicated his further conviction 
that “in the strategic forces today we have a preponderance over the 
Soviet Union.” et! rida! 
. With respect to the question of missile ascendancy, it: is of interest 
to note that Secretary McElroy has repeatedly stated, “I do not 
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peruse that as of now Russia is ahead of us in missiles.” Further, 

rom an overall standpoint of our total capabilities, General Twini 

has stated that “I would much rather have the defense posture and 

ca abilities of the United States than that. which the Soviet is facing 
ay. 

The Defense Department planning for the future, as stated by 
Secretary McElroy, “takes into account what we believe to be the 
Russian capability.” In testimony before Congress, Secretary 
McElroy stated as follows: 

We believe that is what we are planning to do in the 1960 
budget—and I am certain that this will be the future decision 

of this or any other administration—what we do beyond 1960 
will be of exactly the same sort of dimension, that it will be 

in whatever dimensions are required to provide a retaliatory 
power which will deter the Russians from ever initiating a _ 
general war. ee 

It is of interest to note that the Joint Chiefs of Staff have col- 
lectively endorsed the present defense program as being adequate and. 
although each of the individual Chiefs had certain reservations in 
endorsing the overall program, each testified before Co that his 
reservations were not of the type “considered vital to the defense of 
the United States.” 

In summary, it would appear that the statements concerning the 
defense position are based on lack of detailed information and are 
not supported by the testimony of our professional military leaders. 

As to the charge that “we have undertaken to defend the free 
world,” the point of the whole collective security and mutual securi 
hy dee is that we have not undertaken to defend the free world, 

ut that we have undertaken to join other free countries to make it 
possible for the free world—including ourselves—to defend itself. 

~ As to the charge that “our forces, deployed globally, are overex- 
tended,” the responsible military authorities of our country do not 
agree. Indeed, our mutual security program makes it possible for 
our allies to have the yrs or: to add materially to their own and: 
free world defense without the need for an enormously heavier draft 
of American manpower for greatly augmented forces abroad. 

The unsubstantiated assertion that “our own continental defense 
against bombers and missiles is inadequate” raises questions outside 
the scope of the mutual security program and will not be commented 
on except to point out that the mutual security program makes pos- 
sible the bases provided by our allies abroad for our early warning 
systems which are vita] to our own continental defense. . 


Item No. 10 
Statement (p. 3) 

“So far as the survival of the American people is concerned, milita 
assistance to European and Asiatic countries is not essential. Authori- 
tative studies show convincingly that the Western Hemisphere can 
be defended and made self-sufficient both in peace and war (citing 
S. Doc. 84, 84th Cong., Critical Materials) .” 
Comment, 

This criticism: reveals the defective heart of the entire argument 
of the Citizens Committee Although the Committee protests that 
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its members “are not isolationists,” this statement is clearly based on 
the long-discredited isolationist concept of “Fortress America,” in 
direct. contradiction of the unchallengeable lessons of the entire post- 
World War II record. It would lead the United States down a path 
of increasing constriction of power and influence, cut off from allies 
from the security afforded by dispersed defensive capibilities an 
from the sources of raw materials upon which it is heavily dependent 
in both peace and war, and eventually isolated as the sole target of a 
hostile world. 
In spite of our Nation’s immense economic resources, we are not 
“an island unto ourself,” nor is any other nation. Today, we import 
strategic materials from other free nations, as indicated by the follow- 


ing percentages of new U.S. supply: 


Percent Percent 
Abaca 100 Bauxite 85 
Cobalt 81 Tungsten Ot 
Manganese 85 Antimony 89 
Industrial diamonds. 100 Platinum 97 
Chrome 93 Mercury 56 
100 Nickel 93 
Natural rubber. 100 


The argument also overlooks the increasing importance to our con- 
tinued economic health of U.S. exports, which have multiplied seven- 
fold em the prewar average in 1936-38 of $3 billion to $20.8 billion 
in 1957. 

From a military apes fas the criticism is clearly invalid in the 
light of the character and potentialities of new and prospective Com- 
munist capabilities, such as long-range missiles which require distant 
early warning systems on bases beyond the continental limits of the 
United States. The relationship of the military assistance program 
to such warning facilities and bases in forward positions from which 
Allied and United States defense forces may operate has already been 

inted out in other comments on the committee’s criticisms. These 
rvations show that military assistance is intimately interrelated 
to our own domestic defense requirements. 

The “pushbutton” concept does not deal with the question of the 
availability of large, well-trained allied forces who are capable of 
dealing with Communist aggression in other parts of the world, and 
which are substantially assisted in their missions by the MAP, The 
criticism fails to take into account that all war dangers are not neces- 
sarily general war threats, and that the security of the United States 
may be just as surely affected by a Communist-free world conflict 
fought by Allied forces far from our shores as by direct attacks upon 
our defense establishments. The example of Quemoy should suffice 
to illustrate. 

Item No, 11 


Statement (pp. 3-4) 

“In the past 12 years, we have spent about $23 billion for forei 
military assistance. In addition, our overseas military men are spend- 
ing more than $3 billion annually, Suppose dozens of our cities are 


wiped out in an all-out nuclear war, what excuse can our political lead- 
ers who survive offer for such a tragedy, if we continue to arm other 
e 


nations while neglecting adequately to defend our own people.” 
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The real question is how to get the most defense for our own people 
out of the money we spend. The concept posed by the “Citizens’ 
Committee” argues that military assistance funds could have been 
applied more usefully to our domestic defense establishment. _Presi- 
dent Eisenhower and his Chairman of the Joint Chiefs of Staff, Gen- 
eral Twining, have clearly indicated their judgment that the funds 
requested for military aid should not be diverted from that program 
to supplement our domestic defense effort ; that they serve the national 
security interests better in the channel of military assistance to our 
allies. 

As President Eisenhower said in his recent message to the Congress: 
“These two requests, one for our own defense forces, the other for our 
share in supporting the collective system, are but two elements in a 
single defense effort. Each is essential in the plans of the Joint. Chiefs 
of Staff for our national security. Each is recommended to you by 
the same Joint Chiefs, the same Secretary of Defense, and the same 
Commander in Chief.” 

This combined effort of collective security enhances our ability to 
insure against the very danger feared by the Citizens Committee—that 
is, the destruction of our cities. 

A vital function of our defense is deterrence—a defense which, over- 
all, is so formidable and effective that an attack against us will not 
be undertaken in the first place. 

An effective deterrent must be able to insure that. an aggressor, 
even though he may strike the first blow, is made to realize in advance 
that he cannot expect to escape retaliation so severe as to make the 
attack inadvisable in the first place. 

In the opinion of the President and our highest military authorities, 
our defense has not been neglected, and we do have this. capability. 
The arming of other free nations does not weaken our own defense; 
on the contrary, it greatly strengthens it. The forward stationing of 
American forces, the availability of advanced bases to warn of and 
defend attack, and the powerful defensive forces of our allies all 
contribute to the power of deterrence and, when necessary, contribute 
to resistance.’ Were it not for the early warning facilities beyond our 
continental limits and our overseas bases, both of which are materially 
enhanced by the military assistance program, the danger of our 
security which the authors fear would be far greater. 


Item No.1. Impact of Foreign Aid on Political Systems 


Statement (p. 4) 

“The Citizens Committee” argues that foreign aid ‘has tended to pro- 
mote philosophies akin to communism’ and ‘is helpin to establish the 
very ee of state slavery we'set out to combat. By way of proof, 
they allege the following : 

(a) Our dollars helped Britain to nationalize the Bank of 


England, and the gas, electric, railways, canals, and coal mining 
. enterprises in the U.K. 


“tes Our dollars assisted Britain to adopt socialized medicine. 
“(c) Our dollars have gone mostly to foreign governments and 


i} 

Comment bak 
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provided the means to start state enterprises or to take over pri- 
vately owned businesses, 
“(d) We encourage governments, as a condition of aid, to 
adopt programs similar to the Soviet 7-year plan.” r 
Comment 


These “proofs” may be considered one Sone » 
(a) Foreign aid and nationalization.—Foreign aid neither helps n 
hinders nationalization or internally owned enterprises. It is totally 
irrevelant. A government wishing to nationalize an enterprise as, 
‘for example, the railroads, can compensate the private owners in gov- 
ernment stock, as the British Government did, or in local currency. It 
needs no U.S. dollars to do this. As a result of nationalization, the 
ote owners hold Government stock in lieu of railroad stock; the 
vernment has a claim on the profits of the railroad ; and the private 
owners have a claim on the revenues of the Government. at oc- 
curs is a shift in ownership inside the country of internal assets. This 
shift in aa rn can be made whether a country is rich or poor; and 
the availability of external assets is immaterial. The railroads may be 
better or more rly run than before, but it needs no foreign aid to 
effect the transfer of ownership. As for the implications of this na- 
tionalization, it should be noted that the British Labor Party was voted 
into power by the British people after the end of the war on a platform 
that called for nationalization of certain key industries. The ma- 
jority of the British people apparently wanted the Government to 
take over ownership of these enterprises. Ifthe British people should 
‘become dissatisfied with the way the Government operates these enter- 
— they can always effect a change back to private none hoe 
heir Government, like ours, is government by consent of the gove , 
and the people determine the Seared of Government participation in 
economic activity. The British philosophy is no more akin to com- 
munism or state slavery than is that of any municipality in the United 
States that owns the local streetcar system. 
(6) Our dollars have assisted Britain to adopt socialized medi- 
cine.—Our Marshall plan aid is totally irrelevant to British socialized 
medicine. British doctors, like British schoolteachers, are now paid 
by the Government rather than by their clients. The British people 
pay taxes to the Government, and their tax moneys pay for their 
medical services. It requires no foreign aid to socialize medicine. ‘ — 
It would appear that the majority of the British ple believe 
that medical care, like education, is a service that should be provided 
by the Government, and they are prepared to pay the taxes necessary 
for medical service just as they pay taxes for educational services. 
If they should become dissatisfied with Government medical services, 
they are a free and sovereign people and can instruct. their Govern- 
ment to revert to private medicine. 
British medical service is different from ours. It does not make 
their form of government hostile to ours. The British people continue 
to enjoy the basic liberties of free speech, free press, free assembly, 
free worship, trial by jury, etc. They believe, perhaps mistakenly, 
-that they are enjoying better health. 
(ce) Aid dollars have gone mostly to foreign governments and pro- 
wided the means to start state enterprises or to take over privately 
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owned businesses.—It is, of course, true that U.S. aid has been chan- 
neled through governments. In large part it has gone to finance the 
import of food, cotton, chemicals, steel, and other commodities needed 
for the normal functioning of the economies of the aided countries. 
These supplies have generally been distributed through normal com- 
mercial channels within the country and no “state enterprises” as 
such have resulted. In part, our aid has been provided to help gov- 
ernments establish the basic facilities on which private enterprise de- 
nds: the roads, dams, bridges, harbors, irrigation systems, and the 
ike that it is the responsibility of governments to provide. In some 
instances U.S. aid has been made available to finance enterprises such 
as fertilizer or cement plants that in the United States would normally 
be financed and operated by private persons. This was done because 
these enterprises were regheaed as of critical importance to the eco- 
nomic progress of the countries concerned, and neither private funds 
nor private enterpreneurs were prepared to undertake the enterprises. 
In no case has aid been made available to enable governments to take 
over privately owned businesses. On the contrary, it is an important 
element of our foreign aid policy to promote private enterprise, and we 
have undertaken a wide range of programs to do so. J 
(d) We encourage Soviet-type 7-year plans.—We do indeed en- 
courage governments to formulate long-term development plans. The 
formulation of such plans is an essential in any country where needs 
exceed its resources, in order to assure an equitable division between the 
public and private sector and the most effective use of limited resources 
to promote the national interest. These are not Soviet-type plans for 
the complete and detailed control of the economy. Developing coun- 
tries cannot finance in one fell swoop all the roads, dans, powerplants, 
irrigation systems, and other improvements that their economies need. 
They have to determine where the bottlenecks are and to plan for the 
years ahead how much of their resources can be devoted to roads, how 
much to multipurpose flood control, navigation, and power, etc. The 
purpose of a development plan of the kind we encourage is to see not 
only that scarce public resources are applied to high priority projects 
but also adequate opportunity and encouragement are promoted to 
permit enterprises to play an effective role in the development of the 
nation. This is not statism, state slavery, or communism. It is sensi- 
ble forward planning not dissimilar to the 10-year highway improve- 
ment and development plan the U.S. Government has formulated. 


Item No. 2 
Statement (pp. 4-5) 

“The argument is advanced that by raising living standards foreign 
aid prevents the spread of communism. It is a mistaken idea, how- 
ever, that communism breeds on poverty. There is no proof that a 
high standard of living is the enemy of communism.” 


Comment 


It is indeed a mistaken idea that communism thrives on poverty. 
‘Communism thrives of frustration, resentment, grievance, and unrest. 
‘Poverty that is accepted as ordained or in the nature of things is no 
threat. It is when poverty and backwardness are no longer accept- 
able that communism has its opportunity. 

The peasants who feel exploited by the money lenders and the 


| 
| 
i 
| 


30 FOREIGN AID AND YOU 


absentee landlord; the workers who feel battened on by the capitalists; 
the journalists, teachers, and students who cannot find jobs suited to 
their training and talents—these are the people who become dis- 
affected. The journalists may be materially far better off than the 
workers, and the workers in turn far better off than the peasants. 
But they all have in common a deep resentment against their economic 

ition. The root of their grievance is economic. If they are deeply 
isentiafied and if they come to believe that the economic and social 
institutions under which they live offer no hopes of change, they will 
seek extreme solutions. They will in time be organized and mar- 
shaled by demagogs who promise to correct their grievances. 

In the less developed countries today, this resentment is widespread 
and deeply felt. It affects all classes: the landless laborers, the debt- 
ridden peasants; the urban unemployed; the intellectuals whose 
aspirations have outrun their opportunities. It is a resentment 
against economic backwardness. ‘These people are looking to their 
governments for economic and social improvement. They no longer 
accept backwardness as ordained and in the nature of things. If 
their governments can offer them nothing but continued stagnation, 
they will turn to others—to native totalitarians or to the Commu- 
nists—for solution. 

Economic progress is a very important factor in preventing the 

read of communism. People do not seek extreme solutions in so- 
cieties where morale is high use people have hope for the future, 
a sense of 0 ae the feeling that tomorrow will be better than 
today, that their chi dren will enjoy opportunities they themselves 
have been denied, This confidence they derive from the opening up 
of opportunities as the economy grows; schools, health clinics, agri- 
cultural extension services, factories, and powerplants. It does not 
matter that the progress is slow in an overall statistical sense. The 
important thing is the direction, the trend, the sense of forward 
movement. 

Economic progress is not a cure-all. It will not guarantee peace 
and democracy. But it can meet certain critical needs. It can pro- 
vide jobs for the jobless and land for the landless. It can provide 
satisfactory outlets for restless intellectuals. It can help to provide 
elbow room for the accommodation of racial and religious minorities. 
Tt can reduce the tensions within that threaten to tear these societies 
apart, and it can reduce the clamor for crusades against those outside. 
It can replace apathy and disaffection with hope and confidence. 
Governments that are successful in meeting the challenge of growth 
under free institutions can secure the loyalty and support of their 
peoples for such institutions. This is the rationale for the foreign 
aid program, to help moderate governments meet the challenge of 


wth successfully. 
ra Item No. 3 


Statement (p. 5) 
“Many Americans will be astonished to learn that strong encourage- 
ment for foreign aid originally came from Joseph Stalin. His ‘Marx- 
ism and the National Colonial Question,’ pages 115-116 reads in part: 
‘It is essential that the advanced.countries should render aid—real and 
prolonged aid—to the backward nationalities in their cultural and 
economic development, Otherwise, it’ will be impossible to bring 
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about the peaceful coexistence of the various nations and peoples— 
within a single economic system that is so essential for the final tri- 
umph of socialism.’ Through foreign aid the United States is follow- 
ing Stalin’s spending prescription for the establishment of a ‘single 
economic system that is so essential for the final triumph of socialism.’ 
From the start the Kremlin has been determined to make capitalism 
pay for its own funeral.” 


Comment 
This point of this quotation from Stalin is made by the elimination — 

of certain keywords from the original—so that the meaning is exactly 

reversed. It is interesting to read the statement as Stalin actually 

wrote it, rather than as the Citizens Committee quotes it: 

Pa sis, actual quotation—with the omitted words italicized—is given 
ow: 

* * * That is why it is essential that the triwnphant pro- 
letariat of the advanced countries should render aid, real and 
prolonged aid, to the toiling masses of the backward nationali- 
ties in their cultural and economic development ; that it should 
help them to rise to a higher stage of development and to catch 
up with the more advanced nationalities. Unless such aid is 
forthcoming it will be impossible to bring about the peaceful 
coexistence and fraternal collaboration of the toilers of the 
various nations and peoples within a single world economic 
system that is so essential for the final trrumph of socialism. 

_ The article was written by Stalin in 1921 at a time when the Russian 
Communist leaders hoped and expected that their revolution would be 
followed by similar revolutions in the more advanced countries of 
Europe. Stalin wanted the advanced countries, after their successful 
Communist revolution, to give economic and cultural aid to the masses 
of the backward people so that they too could achieve “socialism” of 
the Soviet type. There is nothing in the text to suggest that the ren- 
dering of md | by capitalist countries to the less-developed countries 
would result in “socialism.” 

Stalin’s real argument was that aid from the communized advanced 
countries to the underdeveloped countries would bring them into the 
Communist orbit. This is what the Soviet Union and its satellites 
are now trying to do with a large and rapidly increasing program. 

It is the basic concept of the U.S. and the free world programs that 
aid from free nations will help these new nations to advance in concert 
with the free—not the Communist—world. 


Item No. & 
Statement (p. 6) 
“More than a fourth of our Federal debt has resulted from pty 
deficits caused by our foreign aid pepaeae. Annual interest on the 
aid portion of our debt is about $2 billion. This interest, together 


with foreign aid appropriations totals some $7 billion annually. Thus 
our past and present foreign aid programs are consuming the equiva- 
lent of 20 percent of our personal income tax collections.” 

Comment 


Budget deficits are caused by an excess of total Government ex- 
penditures over total Government receipts. In fiscal year 1958, Gov- 
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ernment expenditures for the mutual security p were $3.6 
billion out of a total budget expenditure of $71.9 billion, It can, of 
course, be said that if the mutual security program had been eliminated 
there would have been no bu deficit. It can also be said that if 
the veterans services and benefits program ($5 billion) or the agri- 
cultural program ($4.4 billion) or the atomic energy program ($2.3 
billion) or various subsidies to shi ping and airlines and the like, had 
been eliminated, the deficit would have been less; there might even 
have been a spins to reduce the national debt. It can be alleged 
that any particular Federal budget expenditure one does not like is 
the cause of the deficit. 

The fact is that expenditures for the mutual security program, like 
Government expenditures for other basic programs, are necessary to 
protect the liberties, promote the prosperity, and defend the security 
of the American peeps, 

The public debt of the United States rose from $252.3 billion on 
June 30, 1948 to $276.3 billion on June 30, 1958, a net increase of $24 
billion. While it is not possible to attribute any one part of the increase 
in the public debt to a particular type of expenditure of the Federal 
Government, it is possible to relate mutual security expenditures to 
total Federal expenditures during the period and then prorate part 
of the increase to the mutual security pro, . The calculation 
follows: (a) total budget expenditures of the Federal Government in 
the period July 1, 1948, ehyongh June 30, 1958 were $603 billion; (d) 
for the same period the cost of the mutual security program (military 
and pans bi was $46.2 billion; {c) on a pro rata basis, the mutual 
security program accounted for 7.7 percent of total Federal Govern- 
ment expenditures ; (4) on this basis, about $1.85 billion of the total 
debt increase of $24 billion is accounted for by the mutual security 
Brogan Similarly, one could say that since interest payments on the 
pub ic debt of $276 billion is about $7.7 billion, the interest payments 

chargeable” to the $1.85 billion mutual security “portion of the public 
debt” is about $50 million. 


Item No. 6 

Statement (p. 6) | 

“Money spent for goods and services to be used as foreign aid 
creates consumer buying power but not consumer goods for Americans. 
Hence, such foreign aid is by its very nature inflationary.” 
Comment 

It is quite true that expenditures in the United States for the export 
of goods and services to foreigners create consumer buying power but 
not consumer goods for Americans. Whether or not such expenditures 
are inflationary, however, depends on other factors. If labor is unem- 
ployed and business is not operating at full capacity, the domestic 
impact of foreign aid expenditures would not be inflationary. Rather, 
the effect would be job-creating. This has been the fact in the recent 


riod. 
bie Item No. 7 


Statement (p. 6) 
“Tt is alleged that foreign aid is responsible for the employment of 
00,000 American workmen. This claim ignores the fact that Amer- 
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ican workmen are already suffering from unemployment resulting | 
from foreign aid grants to competitive industries abroad. . .. Today | 
we have nearly 5 million unemployed; foreign aid has been a con- | 
tributing factor.” 


Comment 
The claim that foreign aid is partly responsible for the increase in | 
unemployment today is completely unsubstantiated. The increase in | 
unemployment from some 2.8 million persons in the 1955-57 period to 
more than 5 million in 1958 can be attributed largely to domestic 
factors, in particular the reduction in business spending for new plant 
and equipment and the liquidation of business inventories. Thes oa | 
decline during the recession was in heavy industry._ Output and sale 
of consumer nondurable goods fell only slightly. With the resump- 
tion of economic expansion, the big pockets of unemployment continue 
to be in the durable goods field, in coal mining, and in railroading and ' 
transportation generally. While the reasons for continued unemploy- | 
ment in these sectors are many, it cannot be said that one of the reasons 
is the development of competitive enterprise in the less developed i 
countries of Asia and Africa to which the bulk of our foreign aid 
funds now gor and has gone for the last several years. The factors 
| accounting for Gisnitiniaad unemployment in nondurable goods indus- 
tries such as textiles, over the last 5 years include the man me of 
eens the lower labor input nw for production of synthetic ! 
rs as compared with natural fibers, increased domestic produc- . 
tivity as a result of more efficient plant and operations as well as 
— competition. With respect to the latter, it should be noted 
that Japan and Hong-Kong, significant competitors in the textile 
field, receive no foreign economic aid from the United States. 

It may also be pointed out that (a) foreign aid expenditures in 
their country do in fact help directly to increase employmies and 
(b) as other countries develop and increase their earnings, they 
better customers. For example, in West Germany where the produc- 
tion of manufactured Fewer increased 110 percent between 1950-57. 
their imports of manufactured goods increased over 300 percent and 
o_ paper of such goods from the United States increased over 

percen 

This is not to deny that economic development abroad may increase 
competition for particular United States industries, but the adjust- 
ments that particular United States industries may need to make as a 
result of such competition are much easier to make in an expanding 
world economy. Within the United States itself, competition within 
and between industries requires continuing adaptation. This is what 
we mean by free competitive enterprise. 


Item No. 8 


Statement (p. 6) 

“Moreover, the International Cooperation Administration (ICA) 
purchases frequently discriminate against American production. For 
example, in 1957, our ICA textile expenditure was $96.3 million, of 
which only $7.2 was spent for American textile production.” 
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The ICA procures commodities from the most economic free world 
source on the basis of international competitive bidding. This pro- 
curement policy is followed because— 

(a) Worldwide procurement—purchasing in the most economic free 
world markets reduces the cost of the mutual security program. 

(6) Mutual security program expenditures made offshore are not 
lost to American business. The payments to foreign suppliers are 
within a short time translated into purchases of American goods and 
services; or if they are held as reserves, they have the beneficial effect 
of breaking down trade restrictions and discriminatory practices. 
Certainly the recent increases in European reserves were instrumental 
in the establishment of partial convertibility of European currencies. 

(c) Offshore procurement helps our industrialized allies who want 
trade and not aid. 

(d) The elimination of international competitive bidding would 
mean a systematic discrimination against the efficient American pro- 
ducer in favor of the less efficient producer. Such a system of non- 
selective subsidization would not serve the best interests of the U.S. 

(e) Purchasing from the most economic free world source corre- 
sponds to our basic principle of a free competitive trade system. It 
is a. modest contribution toward the promotion of the economic system 
we advocate. It shows that we practice what we preach. 


Item No. 9 
Statement (pp. 6-7) 
“Administration propaganda seeks to minimize the impact of our 
foreign aid burden by emphasizing that it is a mere 1 percent of our 
national product.. What this does. not tell is that 
oreign aid facilitates the flight of gold from U.S. control and con- 
sumes the equivalent of 20 percent of our personal income tax.” 
Comment 
_ Relating the mutual security program to the total national product 
is the only meaningful overall indicator of the economic cost of the 
program ; it tells us how much of our national output we devote each 
year to foreign aid. 

It is not meaningful to relate a particular Government expenditure 
to one type of tax which has been singled out from the various sources 
of U.S. Government revenue. Mutual security expenditures in recent 
years have ranged between 10 and 13 percent of personal income tax 
collections, but this has no more meaning than the fact that defense 
expenditures represent 110 percent of the personal income tax. It 
could be said with equal logic that the entire mutual security program 
is paid for from the excise taxes on liquor and tobacco since the total 
cost of the military and economic assistance program is about $1 billion 
less each year than those taxes. 

It is more meaningful to judge how much more the United States 
would be required to expend from the income tax and all other sources 
of revenues to safeguard its own security if there were no mutual se- 
curity program. It is the judgment of the President that the cost 
would be many billions more. 
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Item No. 10 
Statement (p.7) 

“The Administration is eager to keep foreign aid and all foreign 
policy strictly on a bi-partisan basis in the Congress. In the last 
three Presidential campaigns, candidates of both major parties care- 
fully avoided making foreign aid an issue. As a consequence, tax- 
payers in our Republic have never had an opportunity to express them- 
selves on foreign aid at the polls.” 


Comment 


Foreign aid has not been an issue in the last three presidential cam- 
paigns use both political parties and their candidates recognize 
that the mutual security program is essential to the security and 
welfare of the United States. 


Item No. 11 
Statement (p.7) 

“Unfortunately, our yi Federal debt is only a fraction 
of our real debt. It has been reliably estimated that our true Federal 
debt obligations amount to about $838 billion. This figure is reached 
by totaling existing legislative commitments of $105 billion, social 
security obligations of $350 billion, and a Federal Reserve contingent 
liability of $100 billion, together with the Federal Treasury debt of 
$283 billion. 

“Tn addition to the $838 billion Federal debt obligations, our private 
individual debt is $238.5 billion. Our net private corporate debt is 
$236.1 billion. The State and public local debt is $50.9 billion. 

“The inflationary result of these enormous debt burdens, coupled 
bee bers nore income taxes, is fast undermining our economy” 

Fine As a result of this dollar devaluation and the increased ve- 
locity of money circulation, in the past 20 years the value of fixed in- 
comes, of all bank accounts, insurance policies, Government, State, 
and municipal bonds, and all other indebtedness has been cut in half. 
Thus the losses already inflicted on the American people are enormous. 
The same processes continue—and the end is not in sight” (p. 7). 


Comment 


The committee’s comments on public and private debt in the United 
States are irrelevant to the subject of foreign aid. The committee 
appears to be riding a hobbyhorse of its own. 

t may be of interest, however, to compare the increase in our debt 
with increases in national output and income, The table below com- 

res changes in gross national product and income with changes 
in debt for the 10-year period 1948 to 1958. It indicates in clear 
and unmistakable terms that the burden of total debt to total output. 
or income has not significantly increased and the Federal debt has 
increased at a substantially smaller rate over the past decade. 


Gross na- | National Federal | Total debt 
tional income debt (public and 
product private) 
End of Billions Billions Billions Billions 
1948 $266 $229 $253 $495 
Percent increase. +70 +62 +12 +74 


And what is even more important, present indications are that the 
ratio of debt to national output and income will grow even more 
favorable in the foreseeable future. 

Although the growth of debt in our economy has created a number 
of problems, it cannot be said that the national well-being has deterior- 
ated in the past decade. At the present time our total national pro- 
duction of all goods and services is at an annual rate of over $460 bil- - 
lions. This is more than 40 percent greater—at constant prices—than 
our ine in 1948, and over 120 percent greater than the total value 
of Pp uction in 1939. Per capita personal income after taxes in 
dollars of constant purchasing power is 16 percent greater than in 
1948, and 60 percent ter than in 1939. This is the real measure of 
our inc national wealth and steadily increasing living standards. 


Item No. 12 

Statement (p.7) 

» “The impact of our foreign aid on the economy of nearly all the 
recipient countries is likewise inflationary and damaging. Many 
times foreign aid has financed new producing and manufacturing 
facilities without coordinating secondary industries and markets. 
This has resulted in dislocation and the need for further gifts.” 
Comment 

_ Allegations such as this one for which no evidence or even purported 
évidence is produced can be answered only in generalities. 

~~ As a general matter, the impact of foreign economic aid is not infla-. 
tionary. In fact, the purpose and the effect of much of our commodity 
aid is specifically to counteract the inflationary effect of defense and 
investment expenditures undertaken by aided countries. 
_ Aid to help countries establish new producing and manufacturing 
facilities is not inflationary once the facilities begin producing. While 
the facilities are being constructed and before they produce, expendi- 
tures for local labor and local materials may, under certain circum- 
stances, have inflationary effects. Where it appears that such would 
be the case, U.S. aid is provided to cover part or all of the lecal costs 
for the precise purpose of counteracting the inflationary effects of the 
investment in its gestation period. p bres 


Item No. 13 


Statement (p.7) 

With the exception of Germany, every country receiving our foreign 
aid in the past 10 years found that its currency is softer than before 
the aid was given.” 
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Comment 4 


This statement is not supported by the facts. The major interna- 
tional curriences—i.e., the currencies which, with the dollar, are used 
to finance most international transactions—are substantially stronger 
today. The most dramatic evidence of this is the recent return of these 
currencies for the first time since 1939 to external convertibility. On 
December 29, 1958, all sterling currently earned (and certain forms of 
past earnings) by nonresidents of the sterling area became freely: con- 
vertible, on demand, into dollars. This action by the United Kingdom 
was promptly followed by similar measures by Germany, France, 
Belgium, Luxembourg, the Netherlands, Italy, Norway, Denmark, 
Sweden, Finland, Austria, and Portugal. 

These measures go far in meeting long-held objectives of the United 
States. They reflect, and became possible as a result of, regained 
financial and economic strength by these countries. 


Item No. 14 
Statement (p. 8) 

“The time has arrived when free world countries must help them- 
selves. They must establish sound, enduring economies of their own 
lest they perish, the victim of predatory socialistic forces. For us 
to continue foreign aid is a disservice to the recipients. The longer 
this aid is extended, the longer will be their delay in establishing 
self-sufficiency.” 
Comment 


The free world countries are helping themselves now. It is the 
pars of our foreign aid to add a critically needed margin of tech- 
nical assistance and resources. Certainly the experience of the Mar- 
shall plan would sug, that we did not do a disservice to the 
recipients and that aid helped rather than wae their recovery. 
Many of these countries are now joining in the effort to help the less 
developed nations in their progress. , 

These nations we are now aiding must indeed “establish sound, 
enduring economies of their own” if they are to remain within the 
free world. It is precisely the purpose of our aid to help them do so. 
The main effort must be and is theirs but our aid, together with that 
of those other industrialized countries we have aided in ‘the past; can 
spell the difference between success and failure. 


IV. FOREIGN AID AND FREE WORLD ECONOMY 


Item No. 1 
Statement (p. 5) 

“In a recent speech Mr. William McChesney Martin, Chairman of 
the Federal Reserve Board, said: ‘One distressing experience (during 
a recent trip abroad) was to find among intelligent and perceptive 
men in those countries a growing distrust over the future of the Amer- 
ican dollar.’ ” 
Comment : 

What Mr. Martin. really said in the December 12, 1958, speech from 
which the above excerpt was taken was: ni 
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A recent trip to several countries of the Far East gave me » 

- a welcomed opportunity to see ourselves as others see us. 

One distressing experience was to find among intelligent and 
rceptive men in those countries a growing distrust over the 
ture of the American dollar. Whether or not it is justi- 
fied—and certainly I think it is not—it is important to recog- 
nize that this feeling exists. 

This Far East attitude toward the U.S. dollar, Mr. Martin went on 
to say, derived from a concern over anticipated higher prices for 
American goods and U.S. budget deficits, and he declared: : 

As a nation, however, we can afford to expend whatever is 
required for national defense foreign aid. 
n any event, 

Mr. Martin added, j 
confidence is perenge the fundamental factor in money and 
currency. Those of us who are charged with 
for our monetary affairs te pt this clearly. Money must 
not only be a medium of exchange and a standard of value, 
but. it must be something in which people have basic 
confidence, 

He concluded with a pledge that the Federal Reserve System will do 

everything in its power to safeguard our currency. | ‘1 


Item No. 2 


Statements 


“At home, this growing loss of confidence in the dollar is evidenced 
by the current flight of gold from U.S. ownership. Foreign govern- 
ments and banks with dollar credits in the U.S. can demand and receive 

ayment in gold. But our government will NOT redeem in gold, 
ollar credits owned by U.S. citizens” (p. if 
( ats is no evidence in 1959 that this flight of gold has ceased” 
“(Foreign aid) “is partially responsible for the alarming flight of 
gold from our control; * * *” (p. 11) . 


Comment 


Apparently the reference to “the current flight of gold from U.S. 
ownership refers to the net sales of $2.3 billion of U.S. gold last year 
when a number of foreign countries were rong ey their gold reserves 
to what they considered more normal levels. The largest decline dur- 
ing 1958 occurred in the second quarter—$1,038 million; in the third 
— the decline was $483 million, and in the last quarter, $339 mil- 

ion. During the first quarter of 1959, our gold stocks declined only 
$92 million. 

We do not extend to foreign private banks or foreign private citi- 
zens the privilege of converting their dollar assets into gold. We 
maintain, as an important phase of our monetary policy, the practice 
of buying gold from and selling gold to foreign governments, central 

and under certain circumstances, international institutions, for 
the purpose of settling international balances and for other legitimate 

It should be noted that gold purchases from the United States by 
foreigners last year were not accompanied by a decline in their dollar 
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holdings, in the aggregate. They did not as a group shift from ac- 
cumulated dollar balances into gold. Instead, they continued to in- 
crease their dollar holdings by $3.7 billion, indicating their continued 
confidence in the dollar. 

The net sale of gold by the United States in 1958 is not alarming. 
Changes in the direction of gold movements occur from time to time 
and the outflow of gold last year has offset the purchases of gold by 
the United States in previous years. Our gold stocks are now some 
$12 billion greater than at the end of 1934. In this connection the 
following data concerning changes in our gold stocks since 1934 may 
be of interest : 


Treasury gold stocks 
{In millions of dollars] 
Treasury| Annual | Net in Treasury | Annual | Net in- 
End of calendar gold net crease End of calendar peed net 

year stocks change | since end year s since en 

of 1934 of 1934 

10, 123 1, 884 24, 244 1, 490 

11, 258 1, 135 24, 427 183 16, 188 
12, 760 1, 502 4£ 22, 7! —1, 721 14, 467 
14, 511 1, 751 22, 695 14, 456 
17, 3, 132 25 23, 187 492 14, 948 
21, 4, 352, 13, 756 |) 030} 1,157 ¥3, 791 
cree 22, 736 741 21, 713 —317 13, 474 
22, 726 —10 14, 487 21, 690 —23 13, 451 
21, 938 —788 21, 949 259 13, 710 
20,619 | —1,319 12, 380 1957__-.- — 22, 832 14, 542 
2085 } 20,065 —554 11, 826 jj 1958. ...........-.-- 20; 534 | —2, 247 12, 295 
Welicecninadt-adtned 20, 529 464 12, 290 |} 1959 (end of March) 20, 442 —92 12, 147 
Foreign gains of gold and dollars from transactions with the United 


States are the net result of all of the international transactions of the 
United States, including trade, tourism, military expenditures abroad, 
private capital outflow, as well as foreign aid, etc. They cannot be . 
ascribed to a particular category of transactions. 


Item No. 3 
Statement (p. 5) 
_ “* * * Tn addition, individual foreigners, again with the help of 


our foreign aid, have become heavy investors in American securities. 
* * 


Comments 

During the 4 years 1955-58, net purchases by foreigners of U.S. 
corporate securities totaled about $600 million. Europeans bought 
S79 million; Latin Americans bought $111 million; Canadians sold 
$318 million, and the rest of the world, including international in- 
ange: bought $82 million. (See Federal Reserve Bulletin, March’ 
1957, p. 329. 

Since the bulk of U.S. foreign economic aid goes and has gone 
over the last 4 years, predominantly to the countries of Asia and 
Africa, it can hardly be said that foreigners are investing in U.S. 
securities “with the help of foreign aid.” 
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Item No. 4 
Statement (p. 6) 
“Our gold stock reduction menaces our economy. Today the U.S. 
ld ratio to our own money has actually declined to a figure lower 
that during the depth of the 1933 depression !” 


Comment 

While the ratio of gold tomoney supply (demand deposits in banks 
plus currency in circulation) is lower than during the depth of the 
1933 depression, it will be recalled that the money supply had fallen 
to an abnormally low level during that depression when people were 
trying to liquidate debts and when many banks were closing. In 
such a period, the amount of gold was a high proportion of a very 
restricted money supply. Between the end of 1933 and the end of 
February 1959, our pold stock rose $16.5 billion. Our money supply 
rose even more in line with the growth of our national production. 


V. FOREIGN AID ADMINISTRATION 


Item No. 1 
Statement (p. 8) 

“The field supervision of 2,000 economic aid projects scattered about 
the globe is a prodigious undertaking. It involves the allocation of 
4 quantities of grant aid {money}; it involves engineering and 
technical assistance. Qualified specialists to manage and operate so 
maay foreign projects of widely varying nature are impossible to 

tain. 

“On the planning and policy level in the ICA and the Department 
of State, the practical experience of the personnel has not qualified 
them to manage what is actually the largest engineering, supplying, 
and banking operation in the world. Men who would be able to handle 
such jobs enjoy _— positions in private enterprise and are unwilling 
to serve under the direction of Federal bureaucrats.” 


Comment 
In the first place, this criticism disregards the fact that a large 


proportion.of the aid administrators, especially on the planning and 


policy levels in ICA ‘and the State Department, have had successful 
and responsible private business experience. They have included such 
een businessmen as Paul Hoffman, Averill Harriman, Wil- 
oe . Foster, William Rand, and Douglas Dillon, to mention only 
a few. 

Furthermore, the “Citizens Committee” contention that the par- 
ticular competence needed to administer the aid program is such that 
only experience in private enterprise can prepare for it is not supported 
by the facts. Career Federal employees have played a significant role 
in the successful administration of all parts of the government— 
including the Mutual Security Program. Considering only the tech- 
nical aspects of ICA programs, a very | part of the activities are 
in areas which even in our country are dled by public officials. 
Many of the technical tasks undertaken by ICA are not different 
from those of the agricultural county agent, the public school ad- 
ministrator, the services of the Bureau of Reclamation, the Bureau 
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of Public Roads, the Federal Aviation Agency, the Geological Survey, 
the Public Health Service, and many other services provided by the 
Federal and State Governments. A large 2 Se oe of ICA personnel 
has been recruited from these services. e criticism is both unjusti- 
fied and disparaging to these highly competent domestic government 
services. 

The “Citizens Committee” also ro ow: to be unfamiliar with ICA 
operations, since their reference to large supply and banking opera- 
tions seems to imply direct ICA action in these fields. As a matter of 
fact, supply and banking activities are largely conducted through 
private facilities in normal, business fashion. 

Finally, ICA does contract directly with private| business to do a 
substantial part of its aid work. As of December 31, 1958, of a total of 
7,936 Americans employed at home and in the field on all aspects of 
ICA aid, 2,060 or 25 percent were private contract employees. Practi- 
cally all major engineering, construction and industrial activity is 
being undertaken through private contractors. Similarly private 
contracts play a major role in the educational portion of ICA activities. 
Of the very large and very important training activities of ICA in this 
country, the overwhelming portion was through the services and fa- 
cilities of the private ecenomy. 


Item: No. 2 

Statement (p. 8) 
“A total of $3 billion foreign aid funds has been granted to foreign. 

wers to help reduce their national debts and to balance their 
yudgets. To extend this aid, we ironically had to borrow the money !” 
Comment 

It is not clear how the $3 billion figure was computed. We do not 
provide assistance for the purpose of helping other governments 

lance their budgets but to accomplish certain specific results in the 
interest both of the United States and of cooperating countries, such 
as maintaining military forces of a given size. Dollar aid funds have 
not been used to reduce internal government debts, and counterpart 
funds have not been so used since the introduction of prohibitory 
amendment in the Mutual Security Act years ago: 
The allegation that: we “had to borrow the money” is dealt*with in 
the comment on the statement (pp. 14-15 of the report) on the Federal 
: debt. It is interesting to note, however, the inconsistency between this 
allegation that mutual security program funds were “borrowed” and 
the allegation (on p. 16 of the report) that aid “consumes the equiva- 
lent of 20 percent of our personal income tax.” 


Item No. 3 


_ “There are instances of U.S. Government checks having been turned. 
over to foreign officials for budget support with no record of how the 
_ This complaint: presumably refers to sen arm Cash grants are 
' an exceptional procedure and have been in only eight countries: 
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under the mutual security progam ‘These countries were Iran, Jor- 
dan, Lebanon, Laos, Bolivia, Haiti, Vietnam, and Turkey. In fiseal- 
years 1957 and 1958 less than 2 percent of mutual security program 
obligations were in the form of cash gravis. The U.S. Government 
did not create and could not, with safety, ignore the exceptional in- 
stances of actual or incipient conflict or crises which gave rise to the 
use of cash grants as the appropriate form of assistance to protect our 
best interests. In all those instances the United States action helped 
stave off more drastic conditions, and in most of those cases, the cash 
grant has contributed to a bettering of the situation to the extent that 
normal procedures have been resumed. 


Item No. 4 
Statement (p. 8) 
“Foreign aid has given more than $2 billion to governments that are 


hostile to the United States. This includes the Soviet Union, Yugo- 
slavia, and Poland.” 
Comment 
_ On page 1 the report cites with apparent 5 al the relief assist- 
ance authorized by Congress to the Soviet Union in 1921 and 1923. 
Of “foreign aid” given to Communist countries since the end of World 
War IT over $900 million falls in the same category. The bulk of this 
was UNRAA aid motivated by humanitarian purposes and directed to 
our war-time allies; it was given prior to the closing down of the Lren 
Curtain and before the initiation of the Marshall plan. A much 
smaller portion given since then assisted Hungarian refugees, unwill- 
ing victims of Communist tyranny in East Germany, and provided 
some famine and extraordinary relief in Hungary. | 

Apart from such relief assistance, only Yugoslavia and Poland 
among Communist governments, received aid since the beginnin of 
the mutual security program. Our aid to Yugoslavia has made it 
praine for Yugoslavia to maintain its independence from the Soviet 

loc. It serves to demonstrate that Communist countries which free 

themselves from Soviet contro] and do not attempt to subvert the Free 
World can enjoy mutually advan us relations with the United 
States. The current situation, the fruit of past assistance, provides 
an SS age to foster a closer association between Yugoslavia and 
the West. Similar considerations have been the basis of our recent 
assistance to Poland. Although the:situation in Poland is not identi- 
cal with that in eo it is in the interest of the United States 
to foster greater independence in Polish policies and less economic 
reliance on Soviet Russia. | 

A detailed account of all assistance to now Communist countries 
since the end of World War II is found on pages 4861-4862 of the 
Co ional Record of April 7, 1959. A summary follows. 

(1) Albania received $20.4 million in relief. assistance from the 
United States through the United Nations Relief and Rehabilitation 
Administration ( RA). This relief was given immediately after 


World War II, and no U.S. aid was made available after June 30, 1947.. 

(2) Czechoslovakia also received U.S. relief assistance after World 
War II through UNRRA in the amount of $183 million. Since 1948 
the only assistance given under the mutual security program has been 


| 
| 
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in the form of famine and other extraordinary relief for the Czech 
people, valued at $2 million, and even this was given before 1955. 

(3) East Germany.—The $17 million of assistance given the East 
Germans in 1955 represented food distributed to unwilling victims 
of Communist tyranny in East Germany and to flood victims in the 
same area. This aid was given, not to the government, but. to the 


people. . 

(4) Hungary.—Of the $16 million in U.S. assistance attributed to 
Hungary, over $2 million was provided through UNRRA before June 
30, 1947.. The remainder did not go to Hungary, but was largely 
used to help Hungarian refu escaping Soviet oppression in 1956 
and 1957 and for famine and other yn es and extraordinary relief. 

(5) Poland received $364 million through UNRRA before June 
30, 1947. Approximately $1 million in assistance was also given by 
the American Red Cross and private agencies. Only $66,000 had been 

iven under the mutual security program. Poland had also been 
Cea $78 million, of which about $25 million had been repaid by 
December 31, 1958. After Poland’s partial break with the Soviet bloc 
in 1956, the United States, in order to improve and stabilize the Polish 
economic situation, sold Poland U.S. surplus agricultural commodities 
totalling $138 million and loaned her about $55 million in dollar 
credits under the mutual security program. 

6) U.S.S.R.—No aid of any type has been extended to the 
U.S.S.R. since 1947. There remains about $222 million owed to the 
United States representing lend-lease supplies furnished the U.S.S.R. 
at the end of the war; this aid was hog rovided on a grant 
basis but was later converted to a loan basis. In addition, through 
UNRRA and the Red Cross, the United States made grants for emer- 
ep A amounting to $200 million between the end of the war 
a 

(7) Yugoslavia.—Assistance has been given to help that country 
steer a course independent of Moscow dominance, resulting from the 
Yugoslav break with the Soviet bloc in 1948 and the events of the past 
few years. my from military assistance (now terminated), Yugo- 
slavia received net grants and credits totalling $822 million from the ) 
United States through June 30, 1958. | 


Item No.6 


Statement (p.8) 
“To build an American exhibit in Moscow to be completed in July 
1959 $3.2 million foreign aid has been. authorized.” 


Comment 

True. But this expenditure is far from “waste.” It is to take ad- 
vantage of a historic opportunity to present the accomplishments of 
the American way of life to millions of the Russian people. Under 
the East-West cultural exchange agreement of January 27, 1958, be- 
tween the Governments of the United States and of the USSR. the 
U.S. Government is to exhibit in Sokolniki Park:in Moscow and the 
Soviet Government is to exhibit in the New York Coliseum. Both ex- 
hibitions will be held for 6 weeks during July—August 1959 and both 
will be devoted to displaying each country’s achievements in a 
technology and culture. While each exhibition will contain industria 
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items, neither is to be.a trade fair; but a broad expression of national 
achievements in the respects just cited. {lien 2339 [87 
+ The objective of the U.S. exhibition is to increase understanding in 
the U.S.S.R of the American people, the land in which they live, and’ 
the broad range of American life, including American science, tech-: 
— and culture. It will be the first major American exhibition 
ever held in the U.S.S.R. and it is expected to draw 312-4 million. 
ple. Although the arra 1ents are on a reciprocal basis with ‘the 
BSSR. Government, the United States has more to gain from an op- 
rtunity like this to acquaint the Russian ple and its. leaders 
with various facets of American life because of the restrictions imposed 
by the Soviet Government on the free circulation of ideas and: 
information. op 
\ Item No. 6 if. 
Statement (p. 8) ail 
‘ “Last year India received $325 million in foreign aid. A substantial. 
pw of this aid was given to support India’s second 5-year plan. Our. 
ollar credits enabled the Indian Government to purchase equipment 
with limited Indian commitments to buy American goods.” in 
Comment 
Far from “waste,” U.S. assistance to India is based on the policy, 
of our Government, joined by a number of other governments of the 
free world, to help India succeed in its development program. This 
policy is based on the recognition of India’s growing importance as 
a member of the free world; it is the second most populous country 
of the world; it has a basic tradition of individualism and political 
liberty ; it is a functioning pealtamentary democracy; it has a growing 
stature and leadership among the newly independent nations of the 
world. This policy is also based on the fact that the contest between 
India’s effort to progress in freedom and Red China’s plan to make 
Pp under communism is the focus of attention of all Asia and 
the future of the world may depend on the outcome, © aS 
_ The $325 million here, referred to represents loan commitments. by 
the Export-Import Bank and the Development Loan Fund. In addi-., 
tion, the United States assists India with, a technical assistance pro-; 
gram of about $6 to $10 million a year, and through sales of agri- 
cultural surplus commodities under Public Law 480. An agreement 
for $57 million surplus farm product sales was saned in June 1958, 
and another agreement for $239 million in September 1958... 
Of this assistance the Development Loan Fund loan of $175 mil- 
lion allows the procurement of commodities from the most economic 
free world source. The reasons for procuring on the basis of inter- 
national competitive bidding were given above in reference to pages 


Item No. 7. 


« “Point. TV) was originally established to export American ‘know-. 
how’ to the underdeveloped countries. Instead, Point IV has become 
inextricably involved with industrial development, lush engineering 
contracts and surveys that have no relationship to the original 


| 
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Comment 
When in 1949 President Truman first proposed the “bold new pro- 
gram (point 4) for making the benefits of our scientific advances and 


industrial progress available for the improvement and growth of un- 
derdeveloped areas,” he stated that 


technical assistance would include not only medical and edu- 
cational knowledge, and assistance and advice in such basic 
fields as sanitation, communications, road-building and goy- 
ernmental services, but, also, and perhaps most important, 
assistance in the survey of resources and in planning for long- 
range economic development. [Italics added.] 


The technical assistance program was authorized by the act. for 
International Development (Title IV of Public Law 535, approved 
June 5, 1950). It defined technical cooperation programs as 


prey for the international interchange of technical 
owledge and skills designed to contribute to the balanced 
and integrated development of the economic resources and 
Peers capacity of economically underdeveloped areas. 

ese activities may include, but need not be limited to, 
economic, engineering, medical, educational, agricultural, 
fishery, minerals, and fiscal surveys, demonstration, training 
and similar projects that serve the purpose of promoting the 
development of economic resources and productive capacities 
of underdeveloped areas. [Italics added.] 


The technical assistance program has not deviated from the original 
purposes of the point 4 program which, from its beginnings, embraced 
surveys and all skills that contribute to the balanced economic growth 

) appropria or the technical cooperation program 
(point 4) are used to supply ICA technicians directly, ts provid 
training outside their countries to foreign technicians (participants) 
and for services under contract. The “contract” services are the means 
by which ICA is tapping the broad range of talents of U.S. universi- 
ties, private firms, and voluntary agencies to bring them into the 
work of technical cooperation. They are not “lush” contracts, and 
their purpose is to provide advice, to transmit skills, and to survey 


resources, 
Item No.8 
Statement (p.9) 

“From an official report on foreign aid to oil rich Iran, the ‘United 
States aid and technical assistance programs in Iran which, between 
1951 and 1956, totaled a quarter billion dollars, were administered in a 
loose, slipshod and unbusinesslike manner * * * it is now impos- 
sible—with any accuracy—to tell what became of these funds.’ ” 


Comment 

ICA has freely acknowledged that there were inadequacies in the 
administration of the Iran program and that mistakes were made. 
However, the “Committee’s” conclusion is so sweeping as to create an 
inaccurate picture of the operation of the Iran program. The con- 
duct of this program may be evaluated fairly only when viewed in the 
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context of the political and economic chaos that existed in Iran during 
a substantial period of the aid program. Despite grave obstacles to 
the conduct gh a. tannatiite functioning operation, and in the face of 
the physical danger to which the Missions’s staff were subjected, it 
was the considered judgment at the time that the program must be 
carried forward to demonstrate U.S. interest in Iran and to forestall 
a threatening communist takeover. ' 

In commenting on these circumstances before the subcommittee (the 
International Operations Subcommittee of the Committee on Govern- 
RUE Operations) on May 29, 1956, Deputy Under Secretary Murphy 
said: 

In view of this situation there unfortunately was some © 
wastage of supplies and at times a certain amount of dis- 
order in the handling and utilization of American equip- 
ment. Furthermore, some of the pro were un- 
doubtedly not as carefully prepared as they would have 
been in a more normal situation. Partly, as a result of © 
the chaotic conditions under which the work was being 
carried on, it was not until the summer of 1954 that it was 
possible to put into effect the kind of effective inventory 
and accounting procedures which the situation seemed to _ 
require. These procedures at the present time are fairly — 
satisfactory although they are constantl ing im- 
proved. We believe that it was wise for TCA to push 
ahead rapidly with the programs even though there 
might be administrative shortcomings with regard to 
them. Events in Iran during the period 1951 to 1954 
are evidence of the correctness of this policy. 


As the ICA and its predecessor agencies became aware of the de- 
ficiencies in management practices efforts were made to correct them 


and these efforts have been productive. 


Item No. 9 
Statement (p. 9) 

“In 1953 our Government made $745 million, almost three-fourths 
of a billion dollars, available for the support of the French and their 
allies in the prosecution of the Indochina War. Our arrangements 
with the French for the control and accounting for this money were 
cumbersome and loose. Only a part of the $745 million had been spent 
when the French surrendered. eines of poor accounting and audit- 
ing the United States does not know how all of the $745 million was 
ee. After many months of attempted audit and negotiation the 

nited States was able to recover $95 million.” 
Comment 

The statement by the Citizens Committee relative to accounting 
and auditing of the $745 million pro ed for the French Expedi- 
tionary Corps in Indochina during the close of the Indochinese war 
appears to have been taken out of context from a report of the U.S. 


neral Accounting Office. The General Accounting Office report 
gave full recognition to the fact that there were extenuating circum- 


stances surrounding this program by virtue of the fact that a war 


‘was going on and the program was operated in a crisis context. 
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The General Accounting Office, while commenting on the observations 
about the inadequacy of auditing, took no formal exception to any 
of the transactions in the program. 


Item No. 10 
Statement (p. 9) 

“Our financial support of the British military aircraft program 
in the fiscal years 1953-58 was approximately $450 million. The 
planes being Tinned were unduly delayed in development. By the 
time full production was achieved, the planes were obsolescent. The 
London Financial Times wrote in December 1954 that our offshore 
financing of these British aircraft was ‘in fact just a rather clumsy 
method of making a grant of cash.’ Actually part of this cash served 
to make possible a British Government subsidization of its commercial 
jet transports in competition with U.S. manufactures.” 

Comment 

We are unable to find any figure which approximates the $450 mil- 
lion mentioned. There were discussions several years ago between 
the United States and the United Kingdom to assist the United King- 
dom to the extent of $400 million through its various mutual security 
programs because of the United Kingdom’s economic and balance of 
4 ak sonmiys and inability to fund the equipment required for 

TO mi tary force goals, but actual agreement was at a lower figure. 

Total cumulative military assistance program obligations in the 
United Kingdom for procurement of aircraft and components as of 
June 30, 1955, were $215 million. Obligations were subsequently re- 
duced to a total of $134 million (as of June 30, 1958). Thus, the Citi- 
zens Committee figure is an exaggeration of over 300 percent. 

In the case of the Javelin fighter, a contract was let for 177 aircraft 
at a cost of $64 million, provided it met USAF standards. Flight tests 
by the U.S. Air Force uncovered certain deficiencies in the perform- 
ance of the aircraft. To further develop and modify the aircraft to 
remove these deficiencies would have required a considerable period 
, of time which would have decreased the useful lifespan of these air- 
craft. As a result of a reduction in the force goals of the United 
Kingdom and subsequent diversion and sale of these aircraft to other 
countries, there was a deobligation of U.S. funds. Total deobligations 
are reflected above. 

With regard to British Government subsidization of commercial 
air transport, this was and is a eral practice amongst Euro 
nations and U.S. nonsupport of United Kingdom defense would have 
had little influence on the United Kingdom’s policy of subsidizing 
their air transportation in order to better their economic position. 


Item No. 11 


Statement (p. 9) 
“A New York Times dispatch from Karachi, Pakistan, dated Febru- 


ary 18, 1959, discloses that corruption and inflation are rampant; that 
of the $839 million received by Pakistan in foreign aid, of which $703 
million came from the United States, only $186 million according to 


an official admission was utilized on ‘constructive works’. 
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An extensive effort to identify the dispatch referred to was unsuc- 
cessful nor could the Washington and New York offices of the New 
York Times find the report. 

Pakistan has unquestionably had serious economic problems since it 

ined its hllebentanie The most critical — is the inability of 

Pakistan economy to provide a subsistence diet for its population. 
The purpose of the aid programs is to maintain economic stability 


while loan Pakistan to make its defense contribution as a mem- 


ber of the Southeast Asia Treaty Organization and the Baghdad 
Pact, and to promote economic growth so that the Pakistan economy 

can in time become self-supporting. 
The cumulative figures mentioned in the above cited ay, cm 
istan 


cannot be readily identified. Economic aid obligations to P: 


under the mutual security program amounted to $305 million as of 
the end of the fiscal year 1958. Other assistance, mostly agricultural 
surplus sales under Public Law 480, amounted to slightly over $200 
million. There is no way of knowing what the $186 million “con- 
structive works” represents since the context of the “dispatch” is not 
stated. It is conceivable that this is the amount of aid which went 
directly to the expansion of the productive base of the economy. It is 


true that the largest part of U.S. assistance has not been for “con- 


structive works” in the sense of roads, dams, etc. Rather it has been 


‘to finance imports of food, fuel, medicines, and raw material without 


which the Pakistan economy could not have survived. The largest 
single import has been food—to avert mass starvation. 


Item No. 12 
Statement (p.9) 

“The ICA will provide. insurance coverage on private overseas in- 
vestments against certain exchange losses oat ek ropriation and other 
risks. Thus, American taxpayers’ dollars subsidize overseas factories 
the products of which compete with those of our American workmen,” 
Comment 


It is an important objective of this Government to promote the 


economic growth in om of the less developed countries. Private 


American capital can make a significant contribution to this end. 
The resources of American private capital are far larger than the 
amounts which our Government can possibly provide, and ‘private 
American investment carries with it important management and 
technical skills. 

The “investment guaranty” program of the ICA is one of several 
programs undertaken by this Government to stimulate the flow of 
private capital into productive enterprises overseas. The program is 
not a subsidy. It does not guarantee investors against. business risks. 
It guarantees them only against certain hazards incident to foreign 
operations over which they have no control: Inconvertibility, expro- 
priation, and war. It charges a fee for the insurance it provides and 


not a single claim has been filed in the 10 years of operation of the 
program. TR 
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Item No. 13 
Statement (p. 9) 
“The Fairless committee, which was appointed by the President in 
1957 to evaluate the foreign aid ft es adversely criticized the 
concept of the Development Loan Fund and soft currency loans.” 


Comment 

The Fairless committee did indeed criticize soft currency loans, 
though not the concept of the Development Loan Fund. The execu- 
tive branch gave serious consideration to these recommendations of 
the Fairless committee, but concluded that, notwithstanding certain 
dan to our future relations from the accumulation of incon- 
vertible currencies, the use of loans repayable in soft currencies should 
be continued. 

Less developed countries can look to the Export-Import. Bank and 
the International Bank for development capital, and substantial sums 
are being made available by these banking institutions. However, 
loans by these institutions must be repaid in “hard” currency. Many 

rojects sound in conception and basic for growth cannot be financed 
& these banks because of the limited capacity of the borrowers to 
repay in foreign exchange. If the Development Loan Fund and the 
ICA were to require dollars in repayment, even with more liberal 
interest and amortization arrangements, they would in effect mort- 
a portion of the borrowers’ future dollar earnings and reduce 
thoreb the amounts that the established banks would be prepared 
to lend. The purpose of mutual security loans is to supplement, not 
substitute for, lending by the existing banks. Since the established 
banks are not deterred from lending to countries whose repayment 
obligations are in local currency, the device of loans repayable in the 
currency of the borrower is better suited to the purpose of the DLF. 

The establishment of the Development Loan Fund itself in 1957 was 
one of the most constructive measures taken within the last few years 
to make our aid program more effective. 

For several years prior to the establishment of the DLF, we had been. 
providing assistance for development through the mutual security 
program. After an intensive study of the foreign aid program by 
| the Congress and the executive branch, it was concluded that a sepa- 
| rate loan fund, the DLF, was needed for three major reasons: (1) To 
: rovide continuity in development assistance; (2) to’ stimulate less 
, eveloped countries to better performance; and (3) to separate devel- 
opment assistance from aid for other purposes with which it had been 
commingled and confused. 

(1) Economic development is a long-term process. It is not an 

annual event. If development is to be most useful, it should be pro- 

vided on a sustained basis that reflects the long-term nature of the 

; job to be done. 

(2) Development assistance should be a catalyst ; it should stimulate 

' countries to better performance. Under DLF procedures, no advance 

country allocations are made. A country receives DLF assistance to 

finance specific projects of a developmental character only on a show-' 
d ing that the project is sound, that financing is not available from other 

sources, private or public, and that the aid can be effectively used. 
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(3) It was thought desirable to separate funds intended to fulfill 
the purpose of economic development of less developed countries from 
funds intended for defense mDBOr, political and other purposes. 
Under the DLF, aid is made available to promote economic gro 
and criteria and procedures suited to this purpose are applied. __ 

The Development Loan Fund operates like a bank. It examines 
projects on their merits to ascertain that they are economically sound, 
technically feasible and will increase productivity or productive ca- 
pacity in the country concerned. It lends to governments and to 
private enterprises, but only as a bank of last resort. It is authorized 
to accept repayment in local currency where repayment in dollars 
would place an undue strain on the borrowing country to repay. 


Item No. 14 
Statement (p.9) 
“No comprehensive and independent audit of foreign aid expendi- 
tures seems ever to have been instituted.” 
Comment 
The U.S. General Accounting Office conducts periodic and continu- 
ing independent reviews of MSP performance in all aspects of the 


cies whic ini e mutual security pro; 
International Cooperation Administration and the py im de of 
Defense, also have audit systems. 

The International Cooperation Administration has a comprehensive 
audit program for mutual security funds administered by that agency. 

vouchers against rogram an inistrative. 
These staffs conduct audits and Seedomnied the procedures and con- 
trols utilized by the participating countries receiving U.S. assistance. 
reviews include the receipt, distribution, and utilization of 
US.-financed commodities in the participating country, on-site exami- 
nations of contracts financed by mutual security funds, as well as the 
use made of counterpart funds accruing to the participating country 
as ip of U.S. i in Washingto 
agency audit staff, stationed in i n, audits and cer- 
tifies vouchers related to the mutual security program which includes 
both program and administrative expenditures. This staff conducts 
independent site audits of the books and records of U.S. contractors 
having contracts financed under the program, the claims for reim- 
bursement under these contracts, as well as independent reviews of 
the financial provisions of ICA contracts executed in Washington. 

The Financial and Procurement Methods Division of the Wash- 
ington office conducts periodic price examinations and analyses of the 
procurement methods utilized by participating countries for com- 
mercial imports of U.S.-financed commodities. ; 

Finally, the agency, as is deemed appropriate, utilizes the services 
of public accounting firms to conduct independent and professional 
examinations of the utilization of funds commingled with those of 
countries, through joint funds and servicio operations. 

At the present time a Department of Defense audit team, including 


representatives of the military departments, is conducting a compre- 
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hensive audit of the operations of the military assistance program 
both in the United States and abroad. “ * 

In prior years, while no overall comprehensive audit was made of the 
military assistance program, the program has since its initiation been 
subject to audit by the —remacey departments in the same manner as 
| the operations of the military departments. 


Item No. 16 


Statement (pp. 9-10) 


“The Congress votes foreign aid appropriations; the executive 
branch of the Government handles the apportionment and disburse- 
ment of funds. Once funds are in the hands of our executive branch 
it appears that the Con exercises almost no control over manage- 
nditures, and projects. 

“The Congress has a responsibility to its taxpaying constituents. 
It should assert control over expenditures of foreign aid apmopri 

tions. It should make its appropriations more specific. It should 
further limit the power of the Executive to effect the transfer of 
— aid funds. Too much flexibility amounts to writing a blank 
check. 


Comment 


Co in authorization and appropriation bills, establishes pur- 

standards of limitations in o tions, and financial 

imits. The Congress has wisely provided to the Executive flexibility 

by refraining from establishing country ceilings in the appropriations 

(thus pore shifts in country allotments within an appropria- 

tion), by authorizing a contingency fund, and by permitting limited 
transfer between appropriations. 

These elements off flexibility have been established by the Sonera 
on the grounds that (1) country ceilings in appropriation would be 
premature and a handicap to negotiation, (2) such ceilings would 
tend to become floors by reason of public disclosure, and (3) most 
important, the fluid world situation requires flexibility in the appli- 
cation of resources to meet unforeseen critical needs or opportunities. 
The conflict in the Formosa Strait, the Lebanon crisis, and the Iraqi 


- revolt within the past year point to the urgent need for this flexibility. 

3 Ayseepcininas under the above limited flexibilities have not been 

$ blank checks. Defined legislative purposes have been adhered to, and 

S the Congress maintains a thoro surveillance over the conduct of 

: operations. (See following item. 

\. Item No. 16 

\- Statement (p. 10) 

“The Congress should create a congressional committee 

a or Hoover-type commission with sufficient funds to conduct a thorough 
investigation of foreign aid. This should include a check on the pro- 

4 graming and expenditures for foreign aid projects and should continue 

¥ until alf foreign aid is terminated.” 

Comment 

g The foreign aid eon is probably the most reviewed and in- 

g- vestigated program of the Federal Government. The Executive 
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appears each before four congressional committees—the House 

orei ‘Affairs Committee, the Senate Foreign Relations Committee, 
the House Appropriations Committee, the Senate Appropriations 
Committee—and justifies, in detail, by country and by project, the 
funds it is requesting and the funds it has expended ; in addition, vari- 
ous congressional committees on their own initiative or by congres- 
sional resolution and various citizens committees appointed by the 
President with full access to information have made and are making 
detailed studies of the foreign aid program. 

In 1956, the Senate created the Special Committee To Study the 
Foreign Aid Program, composed of all members of the Senate Com- 
mittee on Foreign Relations and the chairman and ranking minority 
member of the Committee on Appropriations and the Senate 
Committee on Armed Services. The special committee undertook a 
detailed analysis of the foreign aid program. It concluded contracts 
covering 11 major research projects on military assistance, on the 
role of foreign aid in the development of other countries, on the 
administrative aspects of U.S. foreign assistance programs, on the 
use of private contractors, on personnel for foreign aid, and so on. 
The special committee also made arrangements with nine individuals 
to conduct on-the-spot surveys of foreign aid programs in different 

phic regions of the world. Each of the contractors and indi- 
viduals submitted a report to the special committee. After study, 
the special committee made its own report and recommendations to 
the 

The following is a partial illustrative list of other studies relating 
to the foreign aid program that have been made since 1950 or that 
are currently underway : 

Report to the President on Foreign Economic Policies (the Gray 
report) , November 1950. 

e Administration of Foreign Affairs and Overseas Operations 
(the Brookings report), June 1951. 
Re Hoover Commission Report on Overseas Economic Activities, 

ay 1955. 

nator Mansfield’s Report on Indochina, October 1955. 

Technical Assistance in the Far East, South Asia, and Middle East 
(Senator Green study mission), January 1956. 

- House Government Operations Report on U.S. Technical Assistance 
in Latin America, March 1956. 

Report of Congressional Group on Middle and Far East (Zablocki 
study ay 1956. 

Report on Technical Assistance by the Senate Committee on Foreign 
Relations, May 1956. 

Report by the President’s Citizens Advisers on the Mutual Security 
Program (Fairless committee), March 1957. 

Preliminary Conclusions of the President’s Committee To Study the 
U.S. Military Assistance Program (Draper committee), March 1959. 


VI. MORAL AND PSYCHOLOGICAL ASPECTS OF FOREIGN AID 


Item No. 1 
Statement (p. 10). 

“A large part of foreign aid support in the United States stems 
from some of our religious leaders. Good samaritans that they are, 
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they associate foreign aid with the religious obligation of individuals 
ot others. It is a moral act for a person to make a voluntary 
contribution of money or effort to help another person. By extending 
= religious leaders seek to kindle an inner light in those to whom 
is given. 

“This is, of course, in accordance with the Christian concept that 
reform of societies is a revolutionary process which starts by a chai 
of heart from within the individual. However, this Christian - 
ing is the direct opposite of the Marxist theory, which our govern- 
mental concept of foreign aid parallels.” 
Comment 

The suggestion that our religious leaders, in advocating foreign aid, 
are unaware of what they are doing and are unwittingly supporti 
Marxist rather than Christian teaching hardly needs rebuttal. It 
does serious he to the intelligence and perceptiveness of the 
ger religious leaders of all faiths who strongly support foreign aid. 
. X ae statements by a few of our religious leaders may be of 
in ; 

Reverend Edwing T. Dahlberg, president, National Council of 
Churches of Christ in the U.S.A. : 


One of the greatest weapons of the spirit that we could pos- 
sibly use is certainly that of mutual aid and economic assist- 
ance—the kind of aid that will make substantial investments 
both of public and private money in underdeveloped areas, 
thereby helping the impoverished nations and at the same 
time increasing the level of trade, commerce and industry of 
our own country. 


Rabbi Theodore L. Adams, president, the Synagogue Council of 
America: 

No one can gainsay that we are doing much to discharge 
our responsibility as the leader of the free world. Yet, there 
is all too much evidence that, measured against our precious 
ideals, what we are doing is not enough—doesn’t even begin 
to beenough. The report we hear of the opportunistic Soviet 
bloc’s devious and sustained campaign of providing economic 

and military aid to backward nations, supposediy “without 
strings” puts the mettle of our idealism to the test more than 
ever 1n the past. 

Bishop Fulton J. Sheen, Auxiliary Bishop of New York: 


Our mora] duty to aid the underprivileged arises from the 
_ fact that we have superfluities, and the superfluities of the rich 
' are the necessities of the poor. It was a pagan, Terrence 
who said “charity begins at home.” It was Christ, the son o 


3 God, who, in the parable of the good Samaritan, said that 
. charity begins away from home with people who are not of 
our race or country. 
VI 
Item No.2 


Statement (p. 10) 
“Our foreign aid program, curiously for a Christian people, follows 
the Marxist teaching. Foreign aid ts expressed in terms of money, 
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production, and materialism. The money for foreign aid is not a gift 
m our people to foreign peoples. Foreign aid is money extracted 

from the American people by confiscatory income taxes and then 

‘bestowed by our governmental bureaucrats upon a foreign govern- 

ment to do with as it pleases.” 

Comment 

Foreign aid is not Marxist. Nor is it a gift or charity. Nor do 
-we bestow the aid for governments to do with it as they please. 

While individual Americans may support foreign aid for humani- 
tarian reasons, the U.S. Government provides foreign aid for essen- 
tially political reasons: to protect the liberties and the security of the 
American people. The purpose of government aid is to strengthen 
the free world and keep it free. This is in our national interest. We 
ee military aid to our military allies for the common defense. 

d we provide economic aid to the newly developing countries to 
help them become stable, effective, responsible societies, confident in 
themselves, strong enough to resist improper pressures from any 
quarter, and willing to cooperate with others to maintain the peace. 

The aid we provide is subject to detailed checks and audits. It is 
not made available for governments to use as they please. 


Item No. 3 
Statement (p. 10) 

“Through foreign aid we have attempted to superimpose our modern, 
highly industrialized, fast moving system upon underdeveloped coun- 
tries with less complex living standards, slower tempo and different 
cultures. It has taken us 175 years to reach our present standard of 
living. Foreign aid seeks to litt underdeveloped countries to a parity 
with us in a decade or two. It is most unrealistic.” 


Comment 


It would indeed be unrealistic to expect the less-developed countries 
to reach “parity with us in a decade or two,” even if our aid were many 
times its present level. This is not our expectation nor our purpose; 
nor is it our 7 sl apy to “superimpose” our industrialized fast-moving 
society on others. As indicated in several of the preceding comments, 
the purpose of our aid is to give momentum to the development proc- 
esses of the countries themselves to help them escape from the vicious 
circle of poverty breeding poverty. We help them help themselves to 
self-supporting growth. 

Item No, 4 


Statement (p. 11) 


“Foreign aid reflects a patronizing attitude toward foreign peoples. 
hs, a sly attempt to buy their alleges, which is presumed to be for 
e. 


Comment 

It is not the purpose of foreign aid to buy love, friendship, or alle- 
giance. Thesearenot forsale. Itis the purpose of foreign to help 
countries maintain their independence and develop their free insti- 
tutions. We want a world environment of freedom. 
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Ttem No.6 
Statement (p. 11) 
“After nearly 15 years of foreign aid, we are probably the most dis- 
liked nation in the world.” 


Comment 
The charge that we are “the most disliked nation in the world” is a 


sweeping generalization, unsupported by any citation of evidence. Nor 
is any evidence presented to show that whatever dislike is accorded the 
United States is the result of our aid program. 

The purpose of the mutual security pro is not to engage in a 
popularity contest. We do not provide aid to be liked or to secure ad- 
miration and gratitude. The purpose of our aid is to enlarge the com- 
munity of free men so that America can remain a free and open society. 

The United States is a rich and powerful nation. As such it is m 
the traditional position of the rich man, and must expect to be the ob- 
ject of envy, resentment and malice as well as admiration. . It is more 
reasonable to suppose that such dislike of the United States as may 
exist stems from envy of our position rather than from the aid we have 
rendered. It might be useful to ponder what the attitude of the world 
would be toward the United States if, rich and powerful as we are, we 
gave no heed to the needs and aspirations of others. 


CONCLUSION 


The “facts” and recommendations stated in VII and VIII of the 
report essentially reflect the statements of the preceding discussion 
and are dealt with by the comments stated above. The net conclusion 
of the report is embodied in the final recommendation : 

Statement (p. 12) | 
“That the $3.9 billion requested by the President for the fiscal 
1960 be reduced $2 billion, and that each year thereafter foreign 
aid be substantially reduced until terminated within 3 years.” 
Comment: 


President Eisenhower in his Message to the Congress on the mutual 
security program for fiscal year 1959 described what the consequences 
of such a my reduction or discontinuation of the mutual security 
program would be— 

“a severe dislocation and basic impairment of free world power; 

a certain crumbling, under Sino-Soviet pressures, of our stra- 
tegic overseas positions and a forcing of these positions progres- 
sively back toward our own shores; 

@ massive increase in our own defense budget, in amounts far 
exceeding mutual security appropriations, necessitating substan- 
tial increases in taxes ; 

a heavy increase in inductions of American youth into our own 
Armed Forces; and 

ultimately a beleaguered America, her freedoms limited by 
mounting eteen costs, and almost alone in a world dominated 
by international communism. 

Those who would consider this alternative to support of our mutual 
security program must measure well these consequences.” 

In his message on the mutual security program for fiscal ee 1959, 

the President stated his conclusion concerning the mutual security 
program : 
The realities of this era indicate all too clearly that the 
course of our country will be deeply affected by forces at work 
outside our borders. These forces if left to exploitation by 
extremists will inevitably lead to changes destructive to us. 
Yet with wisdom and tenacity it lies within our power to 
frustrate or to shape these forces so that the peoples directly 
concerned and our own nation may be benefited. 

_ We cannot safely confine Government programs to our own 
domestic progress and our own military power. We could be 
the wealthiest and the most mighty nation and still lose the 
battle of the world if we do not help our world neighbors pro- 
tect their freedom and advance their social ball economic 
ae ay It is not the goal of the American people that the 

nited States should be the richest nation in the graveyard 
of history. 
56 


| 


| 


FOREIGN AID AND YOU 


In the world as it is today—and as it will be for the fore- 
seeable future—our mutual security program is and will be 
both essential to our survival and important to our prosperity. 
It not only rests upon our deepest self-interest but springs 
from the idealism of the American people which is the true 
foundation of their greatness. If we are wise we will con- 
sider it not as cost but as 
our present safety, in our future stre an » an 
in the growth of Rochen throughout the — 
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